Arizona Administrative Register

Notices of Final Rulemaking

NOTICES OF FINAL RULEMAKING

The Administrative Procedure Act requires the publication of the final rules of the state's agencies. Final rules are
those which have appeared in the Register first as proposed rules and have been through the formal rulemaking pro-
cess including approval by the Governor’'s Regulatory Review Council or the Attorney General. The Secretary of
State shall publish the notice along with the Preamble and the full text in the next avail able issue of the Register after
the final rules have been submitted for filing and publication.
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NOTICE OF FINAL RULEMAKING

TITLE 2. ADMINISTRATION

CHAPTER 2. ARIZONA COMMISSION ON THE ARTS

PREAMBLE
Sections Affected Rulemaking Action
Article 2 New Article
R2-2-201 New Section
R2-2-202 New Section
R2-2-203 New Section
R2-2-204 New Section

The specific authority for the rulemaking. including both the authorizing statute (general) and the statutes the
rules are implementing (specific):

Authorizing statutes: A.R.S. 88 41-982(B)(5) and 41-983.02(B)
Implementing statutes: A.R.S. 88 41-983.01 and 41-983.02

The effective date of the rules:
January 9, 2002

A list of all previous notices appearing in the Register addressing the final rule:
Notice of Rulemaking Docket Opening: 7 A.A.R. 2659, June 22, 2001

Notice of Proposed Rulemaking: 7 A.A.R. 3200, August 3, 2001

The name and address of agency personnel with whom persons may communicate regarding the rulemaking:
Name: Mollie Lakin-Hayes

Address: 417 W. Roosevelt St.
Phoenix, AZ 85003
Telephone: (602) 255-5882
Fax: (602) 256-0282
E-mail: mlakinhayes@ArizonaArts.org

An explanation of therule, including the agency’sreasons for initiating therule:
These rules set forth proceduresto be followed by the Arizona Commission on the Arts[“Commission”], its staff, and
grant review panels in receiving, considering, and reviewing applications for, and distribution of, general operating
support grants from the Arizona Arts Trust Fund. The proposed rule was initiated by the Commission as mandated by
the Arizona Legislature when it established the Arizona arts program.

A reference to any study that the agency relied on in its evaluation of or justification for the proposed rule,_and
where the public may obtain or review the study. all data underlying each study. any analysis of the study. and
other supporting material:

None

A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a
previous grant of authority of a public subdivision of the state:

Not applicable
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Thesummary of the economic, small business, and consumer impact:
The summary anticipates that several state agencies will experience aminimal increasein staff time; that cities, coun-
ties, and non-profit arts organi zations receiving grantswill experience minimal to substantial increase in revenue; that
public and private employment by cities, counties, and non-profit organizations receiving grants will increase; and
that small businesses and consumers will experience no direct impact.

A description of the changes between the proposed rules. including supplemental notices. and final rules (if

applicable):

Grammatical and organizational changes recommended by Council staff have been made to the rules.

A summary of the principal comments and the agency’s responseto them:
None

Any other mattersprescribed by statute that are applicableto the specific agency or to any specific rules or_class of
rules
None

Incor porations by reference and their location in the rules:
None

Wasthisrule previously adopted as an emergency rule:
No

15. Thefull text of therulesfollows:

TITLE 2. ADMINISTRATION

CHAPTER 2. ARIZONA COMMISSION ON THE ARTS

ARTICLE 2. GRANTMAKING PROCEDURESFOR GRANTSFROM THE ARIZONA ARTSTRUST FUND

Section
R2-2-201. De€finitions

R2-2-202.  Eligibility

R2-2-203. Criteria

R2-2-204. Processfor Obtaining A Grant from the Arizona Arts Trust Fund

ARTICLE 2. GRANTMAKING PROCEDURESFOR GRANTSFROM THE ARIZONA ARTSTRUST FUND

R2-2-201. Definitions
In this Article, unless the context otherwise requires:

“Applicant”_means an organization that applies for a grant.

“Application” means the documentation and material that an applicant submits to request a grant.

“Arizona Arts Trust Fund” means the fund created by A.R.S. 8§ 41-983.01 and funded with $15 from each annual filing fee
submitted to the Arizona Corporation Commission by for-profit corporations.

“Arizona Arts Trust Fund Grant” means a general operating support grant that includes funds derived from the Arizona
Arts Trust Fund.

“Board member” means a trustee of a non-profit organization elected or appointed according to that organization's
bylaws.

“Commission” means the Arizona Commission on the Arts, a state agency. consisting of fifteen members appointed by
the Governor.

“Commissioner” means one of 15 Governor-appointed members of the Commission responsible for the administration of
the Arizona Arts Program and the Arizona Arts Endowment Fund.

“Criteria” means the established and published standards used to evaluate an application to determine whether a grant
award is recommended.

“Denial conference” means the method by which an applicant that was not recommended for a grant may request a review
of their application.

“Fiscal agent” means any Arizona organization, designated 501(c)(3) tax exempt by the Internal Revenue Service, that
accepts grant funds on behalf of an organization not meeting the nonprofit tax-exempt requirements.

“General operating support” means a grants program administered by the Commission that provides funds to
organizations to be used for administrative or artistic expenses, or both.
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“Grant” means an award of financial support to an organization. for the purposes requested in the application.

“Grant conditions’” means specific requirements, agreed to by the grantee in writing, that must be met or undertaken to
receive a grant.

“Grant deadline” means the published date by which an application must be postmarked or hand-delivered to the
Commission to be considered for a grant.

“Grant review panel” means a group of citizens appointed by the Commission to review and make recommendations on
public policy and applications for grants.

“Grant review panel chair” means a Commissioner who serves as a non-voting member of the panel to ensure that state
law isfollowed and that there is an open. fair process for the review of applications by the grant review panel.

“Grant review panel comments’ means documented comments made by the grant review panelists during the application
review process that become the public record of the process after the final grants are awarded.

“Grant review panelist” means an individual serving on the grant review panel.

“Grantee’” means an organization receiving grant funds.

“Guidelines’” means information published annually describing the Commission’s grant program. including the
application process, forms and formats, eligibility requirements, and criteria.

“Legal requirements’” means the federal and state standards and regulations including those regarding fair |abor, civil
rights, accessibility, age discrimination, lobbying with appropriated monies, accounting records, and other published
reguirements to which organizations accepting a grant must adhere.

“Match” means an applicant’s financial contribution to a project, in addition to a grant, that demonstrates the community
support of the project.

“Non-profit organization” means a school, governmental unit, or corporation that is exempt from taxation under Section
501(c)(3) of the Internal Revenue Code.

“Substantial interest”_has the same meaning asin A.R.S. § 38-502.

“Underserved populations’ means persons who are members of ethnic or racial minorities, have disabilities, or are from
communities outside the metropolitan areas of Phoenix and Tucson.

R2-2-202. Eligdibility
To be €ligible to receive an Arizona Arts Trust Fund grant under this Article, an applicant shall meet the following require-

ments:

1. Bebasedin Arizona;

2. Beacity or county government, be designated as a nonprofit 501(c)(3) organization by the Internal Revenue Service,
or be an unincorporated organization using an Arizona-based nonprofit 501(c)(3) organization as a fiscal agent;

3. Submit no more than the maximum allowable number of grant applications per year as published in the Commis-
sion’s guidelines;

4. Match grant funds with applicant funds as required by the Commission; and

5. Have the production, presentation, or service of the arts as its primary mission.

R2-2-203. Criteria

A. Thefollowing criteria shall be used by the grant review panels and the Commission for reviewing general operating sup-

B.

port grants and granting funds from the Arizona Arts Trust Fund:

1. Artistic quality and creativity:

2. Ability of the applicant organization's programs to serve the needs of the community, including potential public expo-
sure and public benefit, and efforts to reach artists and audiences from culturally diverse groups;

3. Managerial and administrative ability of the applicant organization to carry out arts programming and properly

administer funds granted:;
4. Appropriateness of the applicant organization's budget to carry out its proposed programs; and
5. History of the applicant organization in producing, presenting or serving the arts.
Further, the Commission shall also take into consideration in approving grants:
1. Whether the applicant represents underserved popul ations;
2. Theapplicant’s employment of, or contracting with, artists who are members of racial or ethnic minorities; and
3. Inclusion of racial or ethnic minority members on applicant organizations’ governing boards.
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R2-2-204. Processfor Obtaining a Grant from the Arizona Arts Trust Fund
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The Commission shall establish an annual grant deadline and publish grant guidelines by January 15th of each year.
Applications shall be postmarked or delivered by 5:00 p.m. on the grant deadline date. | ate applications shall not be filed

by the Commission but shall be returned without review.

An applicant shall submit a narrative and budget that comply with the grant guidelines and address the criteria in R2-2-

203. The Commission shall provide the forms and formats for the narrative and budget to the applicant. An applicant may

submit supplemental information including slides, videotapes, audio recordings, press coverage, and print or other materi-

als that document the artistic work of the applicant.

The Commission shall conduct a grant review process:

1. The Commission shall appoint grant review panels. Each panel shall be assigned a specific group of grant applica-

tions to review. The Commission shall appoint three to seven community members to serve on each of the grant

review panels. Grant review panelists shall be appointed by the Commission for one year and may serve no more than
three consecutive years on the same panel. No more than two members of any panel shall serve on the panel for the
second and third years.

Grant review panelists shall hold a grant review panel meeting. Grant review panelists shall read all the applications

assigned to their panel prior to the grant review panel meeting. Upon request, grant review panelists shall attend

events of the applicant or speak with arepresentative of the applicant to be informed about the applicant organization.

At the grant review panel meeting. grant review panelists shall contribute to the discussion of the applications; rate

applications based on the facts in the applications and their own professional judgments about the merit of the appli-

cations, in relation to the criteriain R2-2-203; and provide policy and procedural suggestions for the Commission.

If a grant review panelist has a substantial interest in any application, the panelist shall declare the interest verbally

and in writing and shall not participate in the discussion of or the vote on the application.

4. Thegrant review panel chair shall chair the grant review panel meeting and shall ensure that the discussion relates to
the required criteria, that Commission policies and open meeting laws under A.R.S. 38-431 et seq. are followed, and
that all grant review panelists have an opportunity to speak.

Following the grant review panel process, Commissioners shall receive grant review panelists recommendations and

grant review panel comments for each application. At the Commission meeting following the Commissioners receipt of

grant review panelists' recommendations, the Commissioners shall discuss the recommendations of the grant review pan-
elsand shall vote to accept, reject, or modify the recommendations of the grant review panels.

All applicants shall be notified in writing of the Commission’s decisions. Any applicant that is not recommended for fund-

ing may request and shall be provided adenial conference. The Commission shall establish and publish in its grant guide-

lines the process for requesting and receiving adenial conference. The Commission shall not provide a denial conference
based on dissatisfaction with the amount of a grant.

All applicants shall accept in writing the grant’s legal requirements and grant conditions before grant funds are released.
NOTICE OF FINAL RULEMAKING

N

|

TITLE 4. PROFESSIONS AND OCCUPATIONS

CHAPTER 23. BOARD OF PHARMACY

PREAMBLE
Sections Affected Rulemaking Action
R4-23-110 Amend
Article 2 Amend
R4-23-202 Amend
R4-23-203 Amend
R4-23-204 Amend
R4-23-205 Amend

The specific authority for the rulemaking. including both the authorizing statute (general) and the statutes the
rules are implementing (specific):
Authorizing statutes: A.R.S. 88 32-1904(A)(2), (2), and (5) and 32-1904(B)(7), (10), and (11)

Implementing statutes: A.R.S. 88 32-1922, 32-1924(A), (B), (D), (E), and (F), 32-1925(A), (B), (C), and (E)(1), 32-
1931, 32-1935, 32-1936, and 32-1937

The effective date of the rules:
January 10, 2002

A list of all previous notices appearing in the Register addressing the final rule:
Notice of Rulemaking Docket Opening: 7 A.A.R. 977, February 23, 2001
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Notice of Proposed Rulemaking: 7 A.A.R. 3718, August 31, 2001

5. Thename and address of agency personnel with whom persons may communicate regarding therule:

Name: Dean Wright, Compliance Officer

Address: Board of Pharmacy
4425 W. Olive Ave., Suite 140
Glendae, AZ 85302

Telephone: (623) 463-2727, ext. 131
Fax: (623) 934-0583
E-mail: rxcop@qwest.net

6. An explanation of therule, including the agency’sreasonsfor initiating therule:

I~

[o0

|©

This rulemaking increases the pharmacist license and pharmacy permit fees. The biennial licensure fee for a pharma-
cist isincreased from $110 to $145. The biennial permit fee for a pharmacy is increased from $300 to $400. The fee
increase is necessary to accommodate an ever increasing budget. Additiona changesin Sections R4-23-202 and R4-
23-203 will clarify the requirements and procedures for licensure by examination and reciprocity. Board staff pointed
out that the examination fee in R4-23-205 was only being required of applicants for licensure by examination and not
applicants by reciprocity. A.R.S. § 32-1922(A)(5) mandates an examination fee for all pharmacist licensure appli-
cants. This rulemaking decreases the examination fee for initial taking of the AZPLEX examination from $100 to
$50. NAPLEX and AZPLEX are computer-based examinations that are approved by the Board and administered
through the Nationa Association of Boards of Pharmacy. The use of the NAPLEX and AZPLEX allows applicants a
choice between many locations in this and other states for taking the examinations. This decreases the time needed to
become licensed. During the five-year rule review approved on September 9, 1997, the Board determined that R4-23-
204 should be amended by moving definitions in subsection (B) into R4-23-110. Other changes are made to comply
with the current Administrative Procedure Act and to make the rules more clear, concise, and understandabl e.

The Board believes that approval of these rules will benefit the public health and safety by establishing clear stan-
dards governing pharmacist licensure and continuing education. The Board further believes that the fee increase is
necessary to cover an increasing budget and support a Board staff dedicated to protecting public health and safety.

A reference to any study that the agency relied on in its evaluation of or justification for the rule and where the

public may obtain or review the study. all data underlying each study. any analysis of the study, and other

supporting material:

Not applicable

A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a
previous grant of authority of a political subdivision of this state:

Not applicable

Thesummary of the economic. small business. and consumer impact:

The proposed rule will impact the Board, pharmacists, and pharmacies. Some of the changes to the rule have no eco-
nomic impact, but rather provide more clear, concise, and understandable language.

After conferring with the Joint Legidative Budget Committee, the Board determined that a fee increase for pharma-
cists and pharmacies is necessary to provide a needed budget increase to cover the costs of adding one new compli-
ance officer and two non-pharmacist inspectors to the staff. A continuing increase in the number of pharmacies, drug
whol esal ers, nonprescription drug retailers, and other drug outletsin the state has put extreme pressure on the existing
Board staff. The number of pharmaciesin the state as of June 30, 2000 was 870. That is an increase of 21% since June
30, 1986 when there were 721 pharmacies in Arizona. The number of pharmacists with active in-state licenses as of
June 30, 2000 was 3629. That is an increase of 57% since June 30, 1986 when there were 2315 active in-state phar-
macists. The Board employed four full-time compliance officers in 1986 and currently employs only four full-time
compliance officers. The Board has lost four compliance officers in the last four years because pharmacist compli-
ance officer’s salaries have not keep pace with the pharmacist salaries offered by community and hospital pharma-
cies. The 2001 Arizona L egislature approved the Board’'s 2002-2004 biennial budget to include a salary increase for
pharmacist compliance officers and one additional compliance officer and two non-pharmacist inspectors. To support
this budget increase, the Board approved a fee increase (within the allowed statutory maximum) for the pharmacist
license and pharmacy permit. The pharmacist licensure fee increases to $145 biennialy from $110 biennially. The
pharmacy permit fee increases to $400 biennially from $300 biennially. The increased fees will not go into effect until
the first renewal period after the effective date of the final rule.

10. A description of the changes between the proposed rules. including supplemental notices, and final rules (if

applicable):

At the request of GR.R.C. staff, the Board made minor grammar, style, format, and punctuation changes. A written
comment by the Arizona Pharmacy Association prompted the Board to make a nonsubstantive change in R4-23-
204(C)(1)(b). The words “a statement of credit or” are inserted before the words “a certificate’” in R4-23-

Volume 8, Issue #5 Page 410 February 1, 2002



Arizona Administrative Register

Notices of Final Rulemaking

204(C)(1)(b) of thefinal rule. A Board member noticed that the heading of Article 2 uses the word “registration” and
that word is not used in any of the Sections in the Article. Instead the word “licensure” is used throughout the Sec-
tions of Article 2. The Board approved the nonsubstantive change to the heading of Article 2 to “Pharmacist Licen-
sure’ instead of “Pharmacist Registration”.

11. A summary of the principal comments and the agency response to them:
There was one written comment received from the Arizona Pharmacy Association. The written comment asked that
the words “a statement of credit or” be inserted before the words “a certificate” in R4-23-204(C)(1)(b) because the
American Council of Pharmaceutical Education (ACPE) has changed how they define a certificate of credit for phar-
macy continuing education. ACPE guidelines for documentation of continuing education credit state that any pro-
gram that provides a minimum of 15 contact hours in a particular subject (for example, diabetes, asthma, etc.)
qualifies to be a certificate-type program and the participant receives a certificate. For any program that provides at
least one contact hour of instruction, the participant receives a statement of credit. The Board agreed with the com-
ment and made the nonsubstantive change in the final rule.

12. Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class of

rules:

Not applicable

13. Incorporationsby reference and their location in therules:
None

14. Wasthisrule previously approved as an emergency rule?
No

15. Thefull text of therulesfollows:

TITLE 4. PROFESSIONS AND OCCUPATIONS
CHAPTER 23. BOARD OF PHARMACY
ARTICLE 1. ADMINISTRATION
Section

R4-23-110. Definitions

ARTICLE 2. PHARMACIST REGHSFRAHON LICENSURE

Section

R4-23-202. Licensure by Examination
R4-23-203. Licensure by Reciprocity
R4-23-204. Continuing Education Requirements
R4-23-205. Fees

ARTICLE 1. ADMINISTRATION

R4-23-110. Definitions

“Active ingredient” means any component that furnishes pharmacological activity or other direct effect in the diagnosis,
cure, mitigation, treatment, or prevention of disease or that affects the structure or any function of the body of man or
other animals. The term includes those components that may undergo chemical change in the manufacture of the drug,
that are present in the finished drug product in a modified form, and that furnish the specified activity or effect.
“Approved course in pharmacy law” means a continuing education activity that addresses practice issues related to state
or federal pharmacy statutes, rules, or regulations.
“Approved Provider” means an individual, institution, organization, association, corporation, or agency that is approved
by the American Council on Pharmaceutical Education (ACPE) in accordance with ACPE’s policy and procedures or by
the Board as meeting criteriaindicative of the ability to provide quality continuing education.
“ Authentication of product history” means identifying the purchasing source, the ultimate fate, and any intermediate han-
dling of any component of a radiopharmaceutical or other drug.
“Container” means:
A receptacle, as described in the official compendium or the federal act, that is used in manufacturing or compound-
ing adrug or in distributing, supplying, or dispensing the finished dosage form of adrug; or
A metal receptacle designed to contain liquefied or vaporized compressed medica gas and used in manufacturing,
transfilling, distributing, supplying, or dispensing a compressed medical gas.
“Continuing education” means a structured learning process reguired of alicensed pharmacist to maintain licensure that
includes study in the general areas of socio-economic and legal aspects of health care; the properties and actions of drugs
and dosage forms; etiology, characteristics and therapeutics of disease status; or pharmacy practice.
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“Continuing education activity” means continuing education obtained through an institute, seminar, lecture, conference,
workshop, mediated instruction, programmed learning course, or postgraduate study in an accredited college or school of
pharmacy.

“Continuing education unit” or “CEU” means 10 contact hours of participation in a continuing education activity spon-
sored by an Approved Provider.

“Contact hour” means 50 minutes of participation in a continuing education activity sponsored by an Approved Provider.
“Correctional facility” has the same meaning asin A.R.S. §§ 13-2501 and 31-341.

“Mediated instruction” means information transmitted via intermediate mechanisms such as audio or video tape or tele-
phone transmission.

“MPJE" means Multistate Pharmacy Jurisprudence Examination.

“NABP’ means National Association of Boards of Pharmacy.

ARTICLE 2. PHARMACIST REGHSFRAHON LICENSURE

R4-23-202. Licensure by Examination
A. Eligibility:. To be eligible for licensure as a pharmacist by examination, a person shall:

1. Have an undergraduate erfirstprofessienal degree in pharmacy from a school or college of pharmacy whose profes-
sional degree program, at the time the person graduates, is accredited by the American Council on Pharmaceutical
Education;; or

2. Quadlify under the requirements of A.R.S. § 32-1922(C); and

23. Complete not less than 1500 hours of intern training as specified in R4-23-303.

B. Application:.
1. Anapplicant for licensure by examination shall file with the Board office:
a. A completed application for licensure by examination form, at—least%&elay&beferetheelateef—theA%Pl:EX—aﬂd
b. A completed NAPLEX registration form A ;
NAPLEXtesting-windew or ensure receipt of an Q#reral off|C|aI NABP Seere—'FraHsFeeRepert score transfer
report through the Board Sffiee office online computer link with NABP indicating the applicant’s score on the
NAPLEX taken in another jurisdiction, and
c. A completed AZPLEX registration form.

2. The Board ©ffiee office shall deem an application ferm or registration form received on the date that the Board Sffice
office stamps on the form as the form is delivered to the Board ©ffiee-and office. The Board office shall deem ascore
transfer received on the date that the NABP transmits the applicant’s Offieial official NABP SeereFransterRepeort
score transfer report through the online computer link to the Board Sffiee office.

3. Anapplicant for licensure by examination shall:

a  Make application ferteensure-by-examtnation on aform furnished by the Board, and
b. shalsdbmit Submit with the application for licensure by examination forms:
i.  The documents specified in the application form, and
ii. The examination fee specified in R4-23-205(C){a)y—Fhe-feeshal-bepaid made payable to the Arizona
State Board of Pharmacy by money order or certified or personal check.
4. Anapplicant for licensure by examination shall:
Make the NAPLEX and AZPLEX registration on aferm forms furnished by the Board or NABP; and
shal-submit Submit with the registration ferm forms;:
The documents specified in the registration ferm forms;; and
The examination fee specified by NABPFhefeeshal-be and made payable to NABP by money order, cer-
tified check, or bank draft.
5. The Board shaII deem aan application for I|censure by examination or a NAPLEX or AZPLEX registration e
to beinvalid after 12 months from the date the Board Sffiee office
determines an application or registration form is complete. An applicant whose application or registration form is
invalid and who wishes to continue licensure procedures, shall submit a new application ferm or registration form
and fee.
C. Passing grade; notification; re-examination:.

1. To pass the required examinations, an applicant shall obtain a score of at least 75 on both the NAPLEX and #5%-en
the AZPLEX.

2. The NABPwill-ferward Board office shall:

[S [

a Retrieve an applicant’s NAPLEX and AZPLEX score te-theBeard from the NABP online database no |ater than
2 two weeks after the applicant’s examination date:; and

b. FheBeardOfficeshall Mail the an applicant sNAPLEX and AZPLEX score to an the applicant no later than 7
seven days after the Board Qﬁree offlce recet ves the appl icant’s score from NA BP.
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4-3. An applicant who fails the NAPLEX or AZPLEX may apply to take-asdubsegdent retake the examination within the
12-month period defined in subsection(B)(5). An applicant applying to take-a-subseguent retake an examination shall

submit to the Board ©ffiee office a completed NAPLEX or AZPLEX registration form and pay the examination fee
specified by NABPFhefeeshalbe and made payable to NABP by money order, certified check, or bank draft. An
applicant who fails the NAPLEX or AZPLEX 3 three times shall petition the Board for permission before retaking
the examination.

D. NAPLEX scoretransfer:.
1. Anapplicant who receives a passing score on the NAPLEX taken in another jurisdiction shall, eermpletetheticensure
proeedure within 12 months from the date the Board office receives the applicant’s Sffieial official NABP Seere
score transfer report from the NABP, by-making make application for licensure according to subsec-
tion (B)E3). After 12 months, an applicant may apply reapply for licensure in A+izena this state under the provisions

of R4-23-202(B} subsection (B) or R4-23-203(B).
2. Anapplicant who takes the NAPLEX in another jurisdiction and fails the examination may apply for licensure in A+-

zona this state under the provisions of R4-23-202(B} subsection (B).
E. Licensure:. The Board office shall issue a certificate of licensure to a successful applicant upon receipt of the licensure fee
specified in R4-23-205(A)(1)(a). The Board Sffiee office shall:
1. Provide areceipt for payment of the licensure fee to an applicant who delivers a payment in person, or
2. wmait Mail areceipt for payment of the licensure fee to the an applicant within 4 one working day of receiving the pay-
ment by mail or other delivery service.
F.  Timeframesfor licensure by examination:.
1. The Board Sffiee office shall finish complete an administrative completeness review within 20 days from the date of
receipt of an application or registration form.

a. The Board ©ffiee office shall issue a written notice of administrative completeness to the applicant if no defi-
ciencies are found in the application or registration form.

b. If the application or registration form is incomplete, the Board Offiee office shall provide the applicant with a
written notice that includes a comprehensive list of the missing information. The 20-day time-frame for the
Board Offiee office to finish the administrative completeness review is suspended from the date the notice of
incompleteness is served until the applicant provides the Board Sffiee office with all missing information.

c. If the Board ©ffiee office does not provide the applicant with notice regarding administrative completeness, the
application or registration form shall be deemed complete 20 days after receipt by the Board Sffiee office.

2. Anapplicant with an incomplete application or registration form shall submit all of the missing information within 30
days of service of the notice of incompleteness.

a. If an applicant cannot submit all missing information within 30 days of service of the notice of incompleteness,
the applicant may ebtain-an-extensten-by-sdbmitting send a written request for an extension to the Board Sffiee
office post marked or delivered no later than 30 days from service of the notice of incompleteness.

b. Thewritten request for an extension shall document the reasons the applicant is unable to meet the 30-day dead-
line.

c. The Board ©ffiee office shall review the request for an extension of the 30-day deadline and grant the request if
the Board Offiee office determines that an extension of the 36-day deadline will enable the applicant to assemble
and submit the missing information. An extension ef-the-30-day-deadhne shall be for no more than 30 days. The
Board Sffiee office shall notify the applicant in writing of its decision to grant or deny the request for an exten-
sion. An applicant who requires an additional extension shall submit an additional written request in accordance
with this subsection.

3. If an applicant fails to submit a complete application or registration form within the time allowed, the Board Offiee
office shall close the applicant’s file. An applicant; whosefileis closed and who later wishesto obtain alicense; shall

apply agam in accordance with subsectlon (B).

The Board Qﬁ-ree off|ce shall complete a substantlve review of the appl |cant s qual |f|ca1| onsin no more than 20 days
from the date on which the administrative completeness review of an application or registration form is complete.

a |If anapplicant is found to be ineligible for licensure by examination, the Board Sffiee office shall issue awritten
notice of denial to the applicant.

b. If anapplicant isfound to be eligible to take the NAPLEX, the Board Sffiee office shall issue a written notice of
digibility to the applicant and the NABP.
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c. If anapplicant isfound to be eligible to take the AZPLEX, the Board Sffiee office shall issue awritten notice of
eigibility to the applicant and the NABP.

d. If the Board Sffiee office finds deficiencies during the substantive review of an application or registration form,
the Board Offiee office shall issue a written request to the applicant for additional documentation.

e. The 20-day time-frame for a substantive review of eligibility to take the NAPLEX or AZPLEX is suspended
from the date of a written request for additional documentation until the date that all documentation is received.
The applicant shall submit the additional documentation in accordance with subsection (F)(2).

f. If the applicant and the Board ©ffiee office mutually agree in writing, the 20-day substantive review time-frame
may be extended once for no more than 10 days.

For the purpose of A.R.S. § 41-1072 etseg- et seq., the Board establishes the following time-frames for licensure by

examination.

a.  Administrative completeness review time-frame: 20 days.

b. Substantive review time-frame: 20 days.

c. Oveal time-frame: 40 days.

R4-23-203. Licensure by Reciprocity
Eligibility:. A personiseligible for licensure by reciprocity who:

A.

1
2.

Islicensed as a pharmacist in ajurisdiction that provides reciprocity to Arizona licensees,

Has passed the NABPLEX or NAPLEX with a score of 75 or better or was licensed by examination in another juris-
diction having essentially the same standards for licensure as Arizena this state at the time the pharmacist was
licensed;

Provides evidence to the Board of having completed the required secondary and professional education and training
specified in R4-23-202(A);

Has engaged in the practice of pharmacy for at least 4 one year or has met the internship requirements of A+izena
A.A.C. Title 4, Chapter 23, Article 3 within the year immediately before the date of application; and

Has actlvely practl ced asa pharmamst for 400 or more hours W|th|n the last calendar year—H-thisreguirementishet
iHAg or has an Arizona graduate intern license and
eempteﬂ-ng as compl eted 400 hours of mternshlp raini ng in an approved internship training site.

Application:.

1

2.

3.

4.

A-person-whe-is-eligible-and-wishesto-beieensed An applicant for licensure by reciprocity shall file with the Board

office:
a an-opplieatien A completed application for licensure by reciprocity form ateast-20-days-befere-the-date-of-the
AZPLEX ; and
b. A completed AZPLEX registration form.
The Board Sffiee office shall deem an application ferticensure-by+eciproeity or registration form received on the
date that the Board Offiee office stamps on the application or registration form as the form is delivered to the Board
Offiee office.
An applicant for licensure by reciprocity shall:
a  Make application ferteensdre-byreeipreeity on aform furnished by the Board, and
b. shal-submit Submit with the application for licensure by reciprocity form;:
i.  The documents specified in the application form, and
ii. Thereciprocity and examination fee specified in R4-23-205(B) and (C)—Fhefeeshal-bepaid and made pay-
able to the Arizona State Board of Pharmacy by money order or certified or personal check and-entittesthe

An applicant for licensure by reciprocity shall:

Make AZPLEX reqgistration on aform furnished by the Board or NABP; and

Submit with the registration form:

i. The documents specified in the registration form; and

ii. Theexamination fee specified by and made payable to NABP by money order, certified check, or bank draft.

[S [

4.5. The Board office shall deem an application for licensure by reciprocity form or AZPLEX reqgistration invalid after 12

months from the date the Board ©ffiee office determines an application or registration form is complete. An applicant
whose application or registration form isinvalid and who wishes to continue licensure procedures, shall submit a new
application or registration form and fee.

Passing grade; notification; re-examination:.

1
2.

To pass the required examination, an applicant shall obtain a score of at least 75% on the AZPLEX.

The Board office shall:

a Retrieve an applicant’s AZPLEX score from the NABP online database no later than two weeks after the appli-
cant’s examination date; and

b. Mail an applicant’'s AZPLEX score to the applicant no later than 34 seven days after the apphHeant-takesthe
examination Board office receives the applicant’s score from NABP.
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3. H An applicant who fails the AZPL EXthe-apphieant may apply ferreexamination to retake the examination within
the 12-month-appheation period defined specified in subsection (B4} (B )( 5). An applicant applying fepre@eamma-
tren to retake an exam nat| on shall submrt to the Board Offiee office a

feespecmed' R4 . il . harma
eertr-ﬁeder—persenal—eheek by and made Davableto NABP bv monev order cert|f|ed check, or bank draft An appI|-

cant who failsthe AZPLEX 3 three times shall petition the Board for permission before retaking the examination.
D. Licensure:. The Board office shall issue a certificate of licensure to a successful applicant upon receipt of the licensure fee
specified in R4-23-205(A)(1)(a). The Board Sffiee office shall:
1. Provide areceipt for payment of the licensure fee to an applicant who delivers a payment in person; or
2. maH Mail areceipt for payment of the licensure fee to an applicant within 4 one working day of receiving the pay-
ment by mail or other delivery service.
E. Timeframes for licensure by reciprocity:. The Board Sffiee office shall follow the time-frames established for licensure
by examination in R4-23-202(F).

R4-23-204. Continuing Education Requirements

A. Generas:. In accordance with A.R.S. § 32-1925(G), ne+enewal-ef-Heense-shal-betssued-by the Board shall not renew a
license unless the applicant has, during the two years preceding the application for renewal, participated in 30 contact
hours (3.0 CEU’s) of continuing education aethvities activity sponsored by an Approved Provider as defined in {B}5)-of
thisseetien R4-23-110, of which at least three contact hours (0.3 CEU’s) ef~whieh-shal-be are approved courses en in
pharmacy law. Pharmaeists Subject to A.R.S. § 32-1937, a pharmacist licensed for less than 24 months shall aeerue obtain

continuing education units in an amount determined by multiplying 1.25 hours times the number of months between the

date of therr initia licensure and the next license renewal date ef-theiapphicationforrenewa-of theirtHeense.

&B. Acceptance of cont|nU| ng educatl on units (CEU’s). 1— The Board shall:
1. Only accept-eentinding-educationunits{CEU’s) for continuing education activities previded-the-activities-are spon-
sored by an Approved Provider-;
2. Only accept eentinding—educationnrits{CEU’s} accrued during the two-year period immediately priertoe before
renewal-shal-be-considered-aceeptablefor licensure renewal:;

3. Neeentmumgedaear&eaunrts{eEH—s)—may—be Not allow CEU’s accrued in a biennial renewal period in as excess of
the 3.0 CEU’s required and to be carried forward to the succeeding biennial renewal period-;

Any Allow a pharmacist who leads, instructs, or lectures to greups a group of health professionals on pharmacy-
reI ated top|cs in contlnumg educatl on act|V|t|es sponsored by an Approved Provider shal-l—leegrantedeentr—numgeda—

¥d to receive
CEU sfor a Dresentat|on bv foI lowing the same attendance Drocedurae as any other attender of the continuing educa-

tion act|V|ty— and

|on

H Not be-granted-continding

edueatrerrunrts{eEH—s)—fer accept as CEU sthe performance of normal teachr ng dut|eSW|th|n the alearning institu-
tion: by a pharmacist whose primary responsibility is the education of health professionals.

B-C.Continuing education records ef-eontinuing-edueation-units{ and reporting CEU’s):. +—Eaeh-individual A pharmacist is
respenstblefor shall:
1. mantaining-andpreservinrg Maintain continuing education records that:
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a  whiehverify Verify the continuing education activities Hwhieh-he-ershe-has the pharmacist participated in dur-
ing the preceding five years:; and
2 b. Fherecordsshall-econsist Consist of the a statement of credit or a certificate issued by the an Approved Provider
at the conclusion of eaeh a continuing education activity; erdeeumentation-r-the-case-efateader-instructor-ortec-
turer

E—Repemhgtef—eehﬂﬂumg—edueaﬂeeums{eEU—s)—.

al of licensure renewal, attest to par-

an the number of CEU’sthe pharmacist participated in
dur| ng the renewal Derlod on the b|enn|al renewal appheation form:; and

23. Hrtheeventapharmaeistis When requested by the Board office, to submlt proof of contmumg educat| on part|C| pa-
tion and—tat—tstedese within 20 days of the request t an

D. The Board may revoke, suspend, or place on probation the license of a pharmacist who fails to comply with continuing
education participation, recording, or reporting requirements of this Section.

FE.rtheeventthat A pharmacist who is aggrieved by any decision of the Board or its administrative staff concerning con-
tinuing education units-he may request a hearing before the Board.

R4-23-205. Fees
A. Licensurefees:
1. Pharmacist:
a. Initial licensure[Prorated according to A.R.S. § 32-1925(B)]: $340 145.
b. Licensurerenewal: $110 145.
2. Pharmacy or graduate intern: $10.
B. Reciprocity fee: $300.
C. Examination fees: $50.

D. Vendor permit feee (Resi dent and nonre5|dent)
1. Pharmacy: $360 400 biennialy (Including hospital, and limited service). {tretuding-hespitak-aneHHmited-serviee)
2. Drugwholesaer or manufacturer:
a  Manufacturer: $1000 biennially.
b. Full service drug wholesaler: $1000 biennially.
c. Nonprescription drug wholesaler: $500 biennially.
3. Drug packager or repackager: $1000 biennially.
4. Nonprescription drug, retail:
a. Category | (30 or fewer items): $100 biennially
b. Category Il (more than 30 items): $200 biennially
5. Compressed medical gas distributor: $200 biennially
6. Compressed medical gas supplier: $100 biennially
E. Other Fees:
1. Wall certificate.
a  Pharmacist: $20.
b. Pharmacy intern: $10.
c. Relief Pharmacist: $10.
2. Duplicate of any Board-issued license, registration, certificate, or permit: $10.
3. Certification of electronic security system: $25.
F. Feesare not refunded under any circumstances except for the Board's failure to comply with its established licensure or
permit time-frames under A.R.S. § 41-1077.
G. Penalty fee. Renewals submitted after expiration date are subject to penalty fees as provided in A.R.S. § 32-1925.

NOTICE OF FINAL RULEMAKING

TITLE 4. PROFESSIONS AND OCCUPATIONS
CHAPTER 23. BOARD OF PHARMACY

PREAMBLE
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Sections Affected Rulemaking Action
R4-23-110 Amend
R4-23-205 Amend
Article 3 Amend
R4-23-301 Amend
R4-23-302 Amend
R4-23-303 Amend
R4-23-304 Amend
R4-23-305 Amend

The specific authority for the rulemaking. including both the authorizing statute (general) and the statutes the

rules are implementing (specific):

Authorizing statutes: A.R.S. § 32-1904(A)(1) and (5) and 32-1904(B)(7) and (10)
Implementing statutes: A.R.S. 88 32-1923, 32-1924(C), 32-1925(A), (B), (C), and (E)(2), and 32-1926

The effective date of the rules:

January 10, 2002

A list of all previous notices appearing in the Register addressing the proposed rule:

Notice of Rulemaking Docket Opening: 6 A.A.R. 4758, December 22, 2000
Notice of Proposed Rulemaking: 7 A.A.R. 3520, August 17, 2001

The name and addr ess of agency personnel with whom persons may communicate regarding the rule:

Name: Dean Wright, Compliance Officer

Address: Board of Pharmacy
4425 W. Olive Ave., Suite 140
Glendae, AZ 85302

Telephone: (623) 463-2727, ext. 131
Fax: (623) 934-0583
E-mail: rxcop@qwest.net

6. An explanation of therule, including the agency’sreasonsfor initiating therule:

Beginning in May of 1994, discussions within the agency centered on what to do with pharmacy intern preceptors,
which are pharmacists who supervise pharmacy interns. Before 1985, the Board issued pharmacy intern preceptor
wall certificates. Since 1986 the Board has issued no preceptor wall certificates and has had no formal preceptor
approval or recognition procedure. The Board has not enforced the current rules' standards for pharmacy intern pre-
ceptors or monitored preceptor’s practices. Existing rule R4-23-302 mentions a pharmacy intern preceptor applica-
tion, but no such form exists. A docket was opened in March of 1995 to draft proposed rules for regulating interns
and pharmacy intern preceptors. The draft rules have undergone many changes as a result of input from pharmacists,
educators, and the agency. The proposed rules are aresult of that effort. A lack of agreement between the Board, both
Arizona colleges of pharmacy and interested pharmacists and other rulemaking priorities resulted in the automatic
termination of the docket in August 1999 and again in November 2000. A new docket was opened on December 22,
2000. The rules address format, style, and grammatical changes necessary under the current Administrative Proce-
dure Act (APA) and other necessary language changes to provide a clear, concise, and understandable document.

The rules amend the definition of “supervision” in R4-23-110 by adding the term “graduate intern” and specific refer-
ence to supervision for intern training. Existing rule defines the pharmacy intern fee of $10 in R4-23-205(E)(1)(b).
The proposed rules increase the fee to $20 biennially for initial licensure and $20 biennially for licensure renewal.
The pharmacy intern wall certificate fee of $10 in subsection R4-23-205(E)(1)(b) is repealed and the fee for issuance
of awall certificate isincluded with initial licensure. The increase in fee is necessary to provide a rapid licensure pro-
cess. R4-23-301 addresses intern licensure and under the APA, any licensing activity requires implementing time-
frame rules. However, the APA allows an agency to forego establishing separate time-frame rulesif the time-frameis
seven days or less. The Board staff determined that a licensure time-frame of less than seven days was possible and
desirable. Theintern licensure fee has not been increased in over 20 years. The new fee, which includes awall certif-
icate, will partially offset the increased staff time to decrease the intern application process time and the increase in
postage necessary to comply with the under seven-day time-frame. Other changes to R4-23-301 address the prerequi-
sitesfor licensure as a pharmacy intern and graduate intern, experiential training, and notification of training.

The heading of R4-23-302 is amended to read: “ Training Site and Pharmacy Intern Preceptors’. Besides the neces-
sary format, style, and grammar changes, R4-23-302 is amended to establish the qualifications and requirements of
an intern training site and establish the qualifications, privileges, and responsibilities of a pharmacy intern preceptor.

R4-23-303 is amended by adding necessary format, style, and grammar changes.
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The proposed rules amend R4-23-304 to add the designation “graduate intern” where applicable and deletes the
requirement that a preceptor file afinal report. Quarterly intern training report requirements are established in subsec-
tion (B).

The proposed rules amend R4-23-305 by adding necessary citations to other Sections and other necessary format,
style, and grammar changes.

The Board believes that approval of these rules will benefit the public health and safety by establishing clear stan-
dards governing pharmacy interns, graduate interns, and pharmacy intern preceptors. The Board further believes that
regulation and enforcement are necessary to produce confident, well-trained pharmacists.

I~

A reference to any study that the agency relied on in its evaluation of or justification for the rule and where the
public may obtain or review the study. all data underlying each study. any analysis of the study, and other
supporting material:

Not applicable

[o0

A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a
previous grant of authority of a political subdivision of this state:

Not applicable

[©

Thesummary of the economic. small business. and consumer impact:

The rules' impact on established Board of Pharmacy procedures and office-related costs is moderate. The estimated
additional cost to the Secretary of State’s office is minimal. This additional cost stems from Secretary of State’s staff
time publishing the rules.

The Board's postage costs will increase to accommodate the less than seven-day time-frame for issuance of an intern
license. Thisincrease in postage cost will be minimal. The estimated cost to issue an initial intern license, as of Octo-
ber 4, 2001, is $41.08 ($4.69 for material and $36.39 for labor). The estimated cost to issue an intern renewal certifi-
cate, as of October 4, 2001, is $46.64 ($3.00 for material and $43.64 for labor). Based on June 30, 2001 figures for
intern licenses issued, the total cost to issue intern licenses was $17,365. The approximate costs to issue an initial
intern license or an intern renewal certificate are more than four times the existing intern licensure fee and more than
two times the proposed intern licensure fee. The Board has always |ost money when licensing interns.

The maximum statutory fee for intern licensure is $25. It has never made sense to increase the fee because interns on
average are licensed for three years or less; historically the number of interns has been relatively low, although it has
increased considerably in the last few years; and intern licensure is necessary to produce licensed pharmacists. The
difference between intern license revenue and cost to issue intern licenses ($3,284) was not as noticeable in 1992,
when the Board issued 88 new intern licenses and renewed one-half or 39 of the existing 78 intern licenses for a total
of 166 intern licenses. But, the difference ($10,855) is more noticeable in 2001, when the Board issued 249 new
intern licenses and renewed one-half or 153 of the existing 306 intern licenses for atotal of 555 intern licenses.

The increased intern license fee will reduce the revenue/cost difference by $1,530 to $9,325, using 2001 figures. The
increased intern licensure fee does produce increased Board revenues, but still does not fully cover the Board's cost
for intern licensure. However, the Board requirement that all interns have a license provides the benefit of Board
oversight, control, and accountability of an intern’s activities.

For pharmacy interns and graduate interns, the main economic impact is the increase in licensure fee. This small
increase of $10 to an already small feeis offset by the benefit of almost immediate licensure. Thisallows an intern to
start work almost immediately, thus increasing an intern’s income. By being able to work several days earlier than
before, the intern can earn back several times the increased cost of the licensure fee. The average intern earns from
$12 to $25 per hour. Under existing rule, the initial cost of intern licensure was $10 biennially for licensure fee and
$10 for wall certificate fee or atotal initial cost of $20, and the total cost of intern licensure renewal was $10 bienni-
ally for the licensure renewal fee. The proposed rulesimpose atotal initial intern licensure cost of $20 biennially and
involves no actual fee increase over existing rule. The proposed rules impose a total intern licensure renewal fee of
$20 biennially which is a fee increase of $10 biennially or $5 per year. By working one eight-hour day earlier, an
intern earning the low end of the wage scale ($12/hour) will make $96 which easily offsets the $5 annual increasein
intern licensure fee. There has been no increase in the intern licensure fee in over 20 years, and the Board does not
feel this small increase is outrageous or burdensome, especialy since even this small increase will cover less than
half of the Board's costs to license an intern.

The rules may have aminimal economic impact on Arizona pharmacies. The proposed rules allow the use of atwo to
one intern to pharmacist ratio instead of the one to one ratio that exists in previous rule. A pharmacy may be able to
reduce personnel costs by better utilization of personnel with the new ratio. The Board cannot quantify this benefit to
pharmacies.

The rules will have no economic impact on the public. The citizens of Arizona will benefit from minimum standards
of training for pharmacists that should produce more confident, newly licensed pharmacists.
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10. A description of the changes between the proposed rules. including supplemental notices, and final rules (if

applicable):

At the request of the Secretary of State and GR.R.C. staff, the Board made minor grammar, style, format, and punctu-
ation changes where necessary. Because the Board has not collected any fee and no one has requested certification of
an electronic security system since approval of subsection R4-23-205(E)(3) on April 1, 1995 and to comply with
A.R.S. § 41-1008 which became effective on July 1, 1999 and requires specific statutory fee authority, the Board
repealed subsection R4-23-205(E)(3). In response to written comment received by the Board and after some discus-
sion, the Board made a nonsubstantive change in subsection R4-23-302(C)(5). At the request of the commentor, the
word “specific” is deleted from subsection R4-23-302(C)(5). Based on written comment, GR.R.C. staff recommen-
dations, and to improve the clarity and understandability of the rule regarding the pharmacist to intern ratio, the Board
made nonsubstantive changes to R4-23-302(E) including the standards the Board will use to grant exceptions to the
ratio.

1. A summary of the principal comments and the agency response to them:

The Board received a written comment from the National Association of Chain Drug Stores (NACDS) voicing two
concerns about the proposed rulemaking. The first concern involved subsections R4-23-302(C)(4) and (5). The
NACDS believesthat the proposed requirement that all pharmacy intern preceptors hold faculty positionsin the expe-
riential training program of a Board-approved college or school of pharmacy or receive specific Board approval as a
pharmacy intern preceptor is unreasonably restrictive. The Board agreed to delete the word “specific” from subsec-
tion 302(C)(5) as requested by the NACDS, but the Board does not agree that the requirement in subsection
302(C)(4) is unreasonably restrictive. To become an adjunct faculty member of either of Arizona's two Board-
approved colleges of pharmacy, a pharmacist need only voice an interest, go through the particular college's eight-
hour training program for pharmacy intern preceptors, and comply with the college's intern training and recordkeep-
ing standards. The college’s training standards coincide with the Board's training standards. The Board does not
believeit is unreasonable to require intern training to be reasonably uniform no matter where the training occurs. The
use of pharmacy intern preceptors who strive to meet the same intern training standards used by both colleges of
pharmacy will give the Board confidence in the skills and abilities of the interns who seek licensure as pharmacistsin
Arizona. Additionally, a pharmacist who is not an adjunct faculty member of a Board-approved college of pharmacy
may seek specific approval from the Board as a pharmacy intern preceptor.

The second concern involved subsection R4-23-302(E). While the NACDS appreciates the Board's proposal to
increase the intern to pharmacist ratio to 2:1 from 1:1, the NACDS does not believe that the rules should have aratio
of 2:1 only for community pharmacy practice settings, while practice settings directed by a Board-approved school
do not have any required ratio. Although the comment is unclear, the NACDS believes that a community pharmacy
practice setting and a practice setting affiliated with a school should have the same 2:1 ratio or both should have no
required ratio. The NACDS believesthat, in this time of changes and new beginningsin community practice endeav-
ors, it does not seem appropriate to limit intern and preceptor involvement in community pharmacy. The Board does
not agree that the rule will limit intern and preceptor involvement in community pharmacy and the NACDS does not
explain why it believes this to be true, but the Board does believe that aratio is necessary to ensure appropriate train-
ing and oversight of interns by pharmacists in practice settings that are not directed by a Board-approved school. The
Board believes that the colleges’ experiential intern training programs are in a position to determine and control
intern training, including the appropriate intern to pharmacist ratio, in any pharmacy practice setting. In practice, the
college experientia training programs only exceed the 2:1 ratio in non-pharmacy settings. Such settings include the
training of pharmacy interns on hospital rounds with physicians and pharmacy interns answering phone questions for
the poison control center. The use of aintern to pharmacist ratio exceeding 2:1 in acommunity pharmacy practice set-
ting is aso limited by the pharmacy space requirements of R4-23-609, which require a minimum of 300 square feet
for three people with an additional 60 square feet for each additional person. The goal of a school experiential train-
ing program is to produce well-trained, competent pharmacists. The Board and the college experiential training pro-
grams believe that the use of aintern to pharmacist ratio that exceeds 2:1 in the average pharmacy does not meet that
goal. The Board is changing subsection R4-23-302(E) by removing the words “noncommunity pharmacy”, which
will mean that any pharmacy practice setting (community or noncommunity) directed by a Board-approved college or
school of pharmacy experiential training program will not have a required ratio. The is not a substantial change
because in actual practice the ratio will not be exceeded except in certain non-pharmacy settings, such as on hospital
rounds and at the poison control center. This does not preclude a community pharmacy practice site that i s not associ-
ated with a college or school of pharmacy experiential training program from petitioning the Board for awaiver of the
pharmacist to intern ratio. In considering a request to exceed the ratio, the Board would consider pharmacy space lim-
itations and whether exceeding the ratio poses a safety risk to the public health.

12. Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class of
rules:
Not applicable

13. Incorporationsby reference and their location in therules:
None

14. Wasthisrule previously approved as an emergency rule?
No
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15. Thefull text of therulesfollows:

Section

R4-23-110.

Section

R4-23-205.

Section

R4-23-301.
R4-23-302.
R4-23-303.
R4-23-304.
R4-23-305.

R4-23-110.

TITLE 4. PROFESSIONS AND OCCUPATIONS

CHAPTER 23. BOARD OF PHARMACY
ARTICLE 1. ADMINISTRATION

Definitions
ARTICLE 2. PHARMACIST LICENSURE

Fees
ARTICLE 3. INTERN TRAINING AND PHARMACY INTERN PRECEPTORS

General Intern Licensure
Training ptaee Site and Pharmacy Intern Preceptors
Training Time
Reports
Miscellaneous Intern Training Provisions
ARTICLE 1. ADMINISTRATION

Definitions

“Supervision” means a pharmacist is present, assumes lega responsibility, and has direct oversight of activities relating to
acquiring, preparing, distributing, and selling prescription medications by pharmacy interns, graduate interns, pharmacy tech-
nicians, or certified pharmacy technicians and when used in connection with the intern training requirements means that, in a

pharmacy where intern training occurs, a pharmacy intern preceptor assumes the primary responsibility of teaching the intern
during the entire period of the training.

ARTICLE 2. PHARMACI ST LICENSURE

R4-23-205. Fees
A. Licensurefees:
1. Pharmacist:

a
b.

Initial licensure [Prorated according to A.R.S. § 32-1925(B)]: $110.
Licensure renewal: $110.

2. Pharmacy or graduate intern:

a
b.

Initial licensure [prorated according to A.R.S. § 32-1925(B)]: $3620.
Licensure renewal: $20.

B. Reciprocity fee: $300.
C. Examination fees:
1. AZPLEX:

a
b.

Initial: $100.
Retake: $50.

2. NAPLEX: specified by and made payable to NABP according to R4-23-202(B)(4).
D. Vendor permit fees (Resident and nonresident):

1. Pharmacy: $300 biennially. (Including community, hospital, and limited service.)

2. Drugwholesaer or manufacturer:

a
b.
C.

Manufacturer: $1000 biennially.
Full service drug wholesaler: $1000 biennially.
Nonprescription drug wholesaler: $500 biennially.

3. Drug packager or repackager: $1000 biennially.
4. Nonprescription drug, retail:

a
b.

Category | (30 or fewer items): $100 biennially.
Category Il (more than 30 items): $200 biennially.

5. Compressed medical gas distributor: $200 biennially.

6. Compressed medical gas supplier: $100 biennially.
E. Other Fees:

1. Wall certificate.
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a  Pharmacist: $20.
b:  Pharmacy-intern:-$10:
&b. Relief pharmacist: $10.
2. Duplicate of any Board-issued license, registration, certificate, or permit: $10.
3. Certification-of clectronicsecurity-system:-$25-
F. Feesare not refunded under any circumstances except for the Board's failure to comply with its established licensure or
permit time-frames under A=R-S-—§-41-1077 R4-23-202, R4-23-202, or R4-23-602.
G. Penalty fee. Renewals Renewal applications submitted after the expiration date are subject to penalty fees as provided in
A.R.S. § 32-1925.

ARTICLE 3. INTERN TRAINING AND PHARMACY INTERN PRECEPTORS
R4-23-301. Genepal | ntern Licensure

rsspeeraf—reak&grantedhy—the%eardr L|censure asa Dharmacv intern or qraduate |ntern is for the Durnose of comDI ement-
ing the individual’s academic or experiential education in preparation for licensure as a pharmacist. An applicant may
request awaiver of intern licensure requirements by submitting a written request and appearing in person at a Board meet-
ing.

B. The prerequisitesfor licensure as a pharmacy intern are:

Current enrollment, in good standing. in a Board-approved college or school of pharmacy:; or

Graduation from a college or school of pharmacy that is not approved by the Board; and

Proof that the applicant received:

a A passing score on the Foreign Pharmacy Graduate Equivalency Examination (FPGEE): or

b. Acceptanceto take the FPGEE; or

By order of the Board if the Board determines the applicant needs intern training.

C. If the Board determines that a pharmacy intern licensee stops attending pharmacy school classes before graduation under
circumstances indicating the licensee does not intend to continue the licensee’s pharmacy education, the licensee shall sur-
render the pharmacy intern license no later than 30 days after the date of the last attended class. A student re-entering a
pharmacy program who wishes to continue internship training shall reapply for pharmacy intern licensure.

D. The prerequisitesfor licensure as a graduate intern are:

1. Graduate from a Board-approved college or school of pharmacy, and
2. Apply for licensure as a pharmacist by examination or reciprocity, or
3. By order of the Board if the Board determines that the applicant needs intern training.

B-E .Practical-experience: Experiential training. Practical-experiencen-atern | ntern training aetivities shall includebut-net-be

(SR

.b

H—nﬁvrted—te the actlvmes and servu:es encomoa&eed bv the term “ Dractlce of Dharmacv" as def|ned in A R S § 32 1901

&FE Out-of staIeexpenenee eXDer|ent|aJ tra| ning. Prae&eal—e)epenenee#rmtern An |ntern shall receive credit for intern train-
|ng received ira outside this state 6 &y Ay Board if rn%heepr—nrenef the Board deter-
mines that the intern training requirements of thestate j urISdICtIO nin Wh| ch the experienee training was received are equal
to the minimum standards requirements for intern training in A+izena this state. Fhe An applicant seeking fersueh credit
n for intern training received outside this state shall furnish a transeript certified copy of the records of intern training
from:;

1. Fhe The board of pharmacy ef-the-state-r-which-the-experience-was-ebtained or the intern licensing agency of the
other jurisdiction where the training was received; or

2. Inajurisdiction without an intern licensing agency, the director of the applicant’s Board-approved college or school
of pharmacy’s experiential training program.

B-G.Management required to verify intern’s qualifications:. Fhe An owner, manager, or pharmacist-in-charge shall not permit
a person to act as a pharmacy or graduate intern until there-has-beer-verification the owner, manager, or pharmacist-in-

charqe venﬂes thaI the person is currently regrstereel Ilcensed by the Board asa pharmacy or graduate intern.

FH. Intern appl|ca1| on:. An appllcant for registration I|censureasapharmacy intern or graduate intern shall:

1. Ensurethat the applicant’'s college or school of pharmacy provides documentation to the Board of the applicant’s cur-
rent enrollment or graduation; and

2. Filean application on aform furnished by the Board, that includes:
a.  Applicant’s name, address, mailing address, if different, telephone number, and social security number;
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Name and address of college or school of pharmacy attending or attended, degree anticipated or received, and
anticipated date or date of graduation:;

Whether the applicant has ever been convicted of an offense involving moral turpitude, afelony offense, or any
drug-related offense or has any currently pending felony or drug-related charges, and if so, indicate charge, con-
viction date, jurisdiction, and location:;

Whether the applicant has ever had an intern license revoked. suspended. or denied in this state or any other
jurisdiction, and if so, indicate where and when;

A recent photograph of the applicant that is no larger than 2-1/2” x 3" with the applicant’s signature on the front;
If the applicant graduated from an unapproved college or school of pharmacy, averification of acceptance to take
the FPGEE or an original Foreign Pharmacy Graduate Equivalency Committee (FPGEC) certification document;

[©

=

[ o

Date signed and applicant’s verified signature; and
The |n|t|al I|censurefee SDeCIerd in R4-23 205.

=

L. Licensure. Within seven business days of receipt of a completed application, fees, and other information specified in sub-
section (H), the Board office shall issue a determination. If the application is complete, the Board office shall issue a
license number and mail a current renewal receipt to an applicant. An applicant who isissued a license number may begin
practice as a pharmacy intern or graduate intern. The initial licensure fee shall include the issuance of a wall certificate.
The Board office shall mail the wall certificate to the licensee within 14 days of issuing the license number.

&J. Licenserenewal. An intern license shall be kept in good standing by payment of the biennial renewal fee specified in R4-
23-205. If a pharmacy intern fails to graduate from a Board-approved college or school of pharmacy within six years from
the date the Board issues the intern license, the intern is not eligible for relicensure as an intern unless the intern obtains
Board approval as specified in A.R.S. § 32-1923(E). FaiHure-te-payrenewalfee: If the biennial renewal fee is not paid by
July-2 November 1 of an-even-numbered the renewal year specified in A.R.S. 8 32-1925, the intern registration licenseis
delnguent suspended and the licensee shall pay a pendty as provided in A.R.S. 8 32-1925 and-32-1931is+equired to
vacate the suspension.

H-K _.Notification of training:.

1. A pharmacy intern who is employed as an intern outside the experiential training program of a Board-approved col-
lege or schoal of pharmacy or a graduate intern shall notify the Board within ten days of starting or ; terminating
training , or changing plaee-of trai ning ir-accordanee-with-A-R-S-8-32-1926(A} site.

2. The director of a Board-approved college or school of pharmacy’s experiential training program shall provide the
Board an intern training report as specified in R4-23-304(B)(3).

R4-23-302. Training ptaee Site and Pharmacy Intern Preceptors
A. ZFFammgﬁtaee To recetve credit for intern traini ng hours, a pharmacy or qraduate intern shall train in a site that:
Holds avalid

1 d intern-precepto

ether Isan alternat|vetra1 ning S|te For Durposes of thls Sectlon the term alternatlve tral nmq siteisanon- Dharmacv

training site established and monitored by a Board-approved college or school of pharmacy or other non-pharmacy
site where practical-experienee-in pharmacy may-be-obtained-astisted-n-subsection{B)-of related activities are per-
formed and where an intern gains experience as specified in R4-23-301(E).

B. CanecHation-of-appreval-ef-traningplace: The Board-may-disappreve-or-caneckapproval-of shall inform a pharmacy or
otherplace-to-train-pharmaecy-Haterns alternative training site that an intern will not get credit for training received at the
site if 4rthe-opinion-of the Board determines that a .-the pharmacy or etherplace of alternative training site fails to eem-
phy-with-drugaws-and-regutations provide experiential training as specified in R4-23-301(E) or violates A.R.S. Chapter
18 Title 32 or Chapter 27 Title 36 or the federal act.

C. Preceptor Pharmacv intern DreceDtor To be apharmacv |ntern Dreceptor a pharmacist shaII

HoId acurrent unrestrl cted Dharmaust I|cense

2. Have aminimum of one year of experience as an actively practicing pharmacist before acting as a pharmacy intern
preceptor;
23. If a pharmaast Any—preeepter—appl-teant—whe has been found guilty of welramehsref—the tawsaqd—Fegemens peFtam-

pemmssen%m%te%earek V|olat| ng any federal or State Iaw relatl ng to the Dractl ce of Dharmacv druq or deV| ce d|s-
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tribution or recordkeeping. or unprofessional conduct, enter into an agreement satisfactory to the Board that places

restrictions on the pharmacist’s license; and

Hold afaculty position in the experiential training program of a Board-approved college or school of pharmacy; or

Be approved by the Board as being otherwise qualified as a pharmacy intern DreceDtor

D. eaneeH-at+en Revocation of preceptorship privileges. The # al
shall revoke a pharmacy intern preceptor’s privilege to train Dharmacv or qraduate interns if the Board ﬁ-nds determlnes
that the a pharmacy intern preceptor hasfaHed-to-comphrwith-drug-taws-andregdlatiens fails to provide experiential
training as specified in R4-23-301(E) or violates A.R.S. Chapter 18 Title 32 or Chapter 27 Title 36 or the federal act. R4-
23-104 applies to revocation of preceptor privileges.

o |~

may Sunerwsethe tra| ni nq of more than one Dharmacv or qraduate intern during a calendar quarter. The ratio of pharma-
cist to intern shall not exceed one pharmacist to two interns in a community pharmacy or limited-service pharmacy setting
unless approved by the Board. In considering arequest to exceed the ratio. the Board will consider pharmacy space limi-
tations and whether exceeding the ratio poses a safety risk to the public health. Subject to R4-23-609 and the safety of
public health, there is no pharmacist to intern ratio in a practice setting directed by a Board-approved college or school of
Dharmacv exnenentral training nroqram

pharmacy |ntern preceptor assum%the responsibi I|t|esof ateacher and mentor in addmon to those of apharmamst A pre—
ceptor shall thoroughly review pharmacy policy and procedure with each intern. A preceptor is responsible for the phar-

macy related actions of an intern during the specific training period. A preceptor shall give an intern the opportunity for
skill development and provrde an intern with timely and realrst|c feedback reqardr ng their progress.

R4-23-303. Trainingtime

A. Training:. The minimum hours of internship training required for licensure by examination shall be 1,500. heursaH-of
whieh-must-be-aceurmulated A pharmacy intern shall accumulate all 1500 hours of internship training after the-atera-has
been-enrelted enralling in a college of pharmacy as prescribed in R¢23-30l€D)(_) and atter—the ecervmg aBoard- |ssued

Dharmacv |ntern Ilcense haseceepted—therntern—sappl—reaﬁen

than 500 hours of nternsh Q tra| ni ng mH—beapprevedter—ene pﬁ'cal endar quarter @eeRél—Z%—%QAFFer—repertsreqarred%

B. Start of training and limitation of credit:. al
registration-as-a-pharmaey-Hatern: To receive cred|t as mternshlp tra|n|nq the practlcal expenence shall beeredrted—enly
when-H-has-been-obtained take place in a pharmacy or ne-a
nterns an alternative training site as specified in R4-23-302(A) and under an—appreved the supervision of a pharmacy
intern preceptor, except for a non-pharmacy site as part of a Board-approved college or school of pharmacy experiential
training program. +a-ne-event The Board shaII credlt no morethan 500 hours praetteal—@epeneneelnternshl p tra| ni ngasa

pharmacy or graduate intern ! : !
training-place in an aternative tra|n| ng Slte Snecmed in R4-23 302(A)(2)

R4-23-304. Reports
A. Change of employment or mailing address:. A pharmacy intern or graduate intern shall notify the Board within tea 10
days of change of employment or mailing address.
B. Quarterly reports:.
1. A pharmacy intern who is a graduate of a college or school of pharmacy that is not approved by the Board or is a
graduate intern shall fite-erferms-supptied-by provide the Board quarterly intern training reports efsaehtraiing for
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the duration of histraining. Sueh+reports A guarterly intern training report shall be filed October 1, January 1, April 1
and July 1 for the preceding quarter, whether the intern was in training or not during the quarter. Fhe A quarterly
intern training report reperts-shal-be is delinquent if not received at the Board's office 30 days after beinrg the due
date. The Board wiH shall write the intern to acknowledge receipt of the reports and notify the intern of the remaining
hours of training required. A guarterly intern training report shall include:

a Intern's name, address, and license number;

b. Training site name and address;

c. Pharmacy intern preceptor’s name and license number;

d. Whether the report is for the first quarter (Jan.-Mar.), second quarter (Apr.-June), third quarter (July-Sept.), or
fourth quarter (Oct.-Dec.):

e.  Number of intern training hours per week, specified by week ending date (month, day, year) and total number of

intern training hours for the quarter; and

Date signed and pharmacy intern preceptor’s signature verifying that the pharmacy intern preceptor has been
actively engaged in the practice of pharmacy for at least one year and that the pharmacy intern preceptor super-
vised the intern training of the pharmacy or graduate intern identified in the quarterly intern training report.

2. A pharmacy intern seeking credit for intern training hours received outside an approved college or school of phar-
macy’s experiential training program shall provide the Board a quarterly intern training report as specified in subsec-
tion (B)(1)

3. After graduation and before sitting for the NAPLEX or AZPLEX, a pharmacy intern who is a graduate of a Board-

approved college or school of pharmacy shall ensure that the director of the Board-approved college or school of
pharmacy’s experiential training program provides the Board an intern training report that includes:

a A list of dl training sites where training occurred during any part of the entire training program including
addresses and tel ephone numbers;

The dates and number of training hours experienced, by training site and total;

The name of the pharmacy intern preceptor, if applicable, for each training site; and

The date signed and experiential training program director’s signature verifying that the pharmacy intern suc-

[=3(zai=)

cessfullv completed the exoerrentral trar nlnq program.

turisdietion bl i A eguiree: To prevent#esmgalossof mtern hour
cred|t and before beqmnmq tramrn ani ntern sheuld _y ask the Board whetherthe if atraining

plaeetsopproved-and+
eredrt—w#—begwen—he&#eredrt—feeherﬁramed srte meets the reqw rements SDecrﬁed in R4-23 301( E) and R4—23-302(A)

NOTICE OF FINAL RULEMAKING

TITLE 9. HEALTH SERVICES

CHAPTER 22. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM (AHCCCYS)
ADMINISTRATION

PREAMBLE
1. Sections Affected Rulemaking Action
R9-22-101 Amend
R9-22-107 Amend
Article4 Repeal
R9-22-401 Repeal
R9-22-402 Repeal
R9-22-403 Repeal
R9-22-404 Repeal
R9-22-405 Repeal
R9-22-406 Repeal
Article 6 Amend
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R9-22-601 Amend
R9-22-602 Repeal
R9-22-602 New Section
R9-22-603 Repeal
R9-22-603 New Section
R9-22-604 Amend
R9-22-605 New Section
R9-22-606 New Section
R9-22-701 Amend
R9-22-709 Amend
R9-22-714 Repeal
R9-22-714 New Section
R9-22-716 Amend
R9-22-719 New Section

The specific authority for the rulemaking. including both the authorizing statute (gener al and the statutestherules
areimplementing (specific):
Authorizing statute: A.R.S. § 36-2906

Implementing statutes: A.R.S. 88 36-2903, 36-2904, and 36-2906

The effective date of the rules:
January 10, 2002

A list of all previous notices appearing in the Register addressing the final rule:
Notice of Rulemaking Docket Opening: 7 A.A.R. 3050, July 13, 2001

Notice of Proposed Rulemaking: 7 A.A.R. 3738, August 31, 2001

The name and address of agency personnel with whom persons may communicate regarding the rulemaking:
Name: Cheri Tomlinson, Federa and State Policy Administrator

Address: 801 East Jefferson
Mail Drop 4200
Phoenix, AZ 85034

Telephone: (602) 417-4198
Fax: (602) 256-6756

An explanation of therule, including the agency’sreasons for initiating therule:
These rules define the contracts/request for proposa (RFP) process for AHCCCS' acute care program. The Adminis-
tration is amending these rules to make the rules more clear, concise, and understandable by:

« repealing Article 4 and relocating the provisions of Article 4 to Article 6,

« grouping like concepts to provide clarity and conciseness to the rule language,

« deleting language that appropriately exists in contract rather than rule according to A.R.S. § 41-1005(A)(16),
« clarifying language that does not clearly present policies or procedures, and

« updating citations to documents incorporated in the rule, as needed.

Following is an explanation of the changes:

9A.A.C. 22, Article1, Definitions

The Administration modified, added, or deleted definitions to improve the clarity and conciseness of the rule lan-
guage.

9A.A.C. 22, Article 4, Contracts, Administration, and Standards

This Article is repealed. The Administration believes that Chapter 22 needs to model Chapter 28 for which the
Administration has combined the contract and RFP process as the two content areas are so intertwined. The provi-
sions of Article 4 are grouped with like conceptsin Article 6 or deleted because they are more appropriately housed in
contract per A.R.S. § 41-1005(A)(16).

9A.A.C. 22 Article 6. RFP and Contract Process

R9-22-601 The Administration moved subsections “B” through “F” to R9-22-602.

R9-22-602 The Administration amended this Section with R9-22-601(B through F) and R9-22-401 to
delineate the RFP process and make it more clear, concise, and understandable.

R9-22-603 The Administration moved the provisions of this Section to R9-22-601.
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R9-22-604 The Administration amended the content of this Section to improve the clarity and conciseness
of the rule language.

R9-22-605 The Administration added “Waiver of Contractor’s Subcontract with Hospitals’ as a new Sec-
tion, which mirrors the repealed R9-22-403(C).

R9-22-606 The Administration added “Contract Compliance Sanction” as a new Section, which mirrors

R9-22-406 except for the addition of A.R.S. citations.
9A.A.C. 22, Article 7, Standards for Payments
The Administration revised those Sectionsin Article 7 that pertain to contract.

R9-22-701 The Administration deleted subsections “B”, “C”, and “D” because the provisions are more
appropriately housed in contract per A.R.S. § 41-1005(A)(16).

R9-22-709 The Administration made minor changes to improve clarity.

R9-22-714 The Administration added “Paymentsto Providers’ as anew Section to clarify the prerequisite
for provider payment.

R9-22-716 The Administration amended the language to improve clarity and conciseness and to strike
those areas which are already included in contract.

R9-22-719 The Administration added “ Contractor Performance Measure Outcomes’ as a new Section.

This Section alows the Administration to retain a specified percentage of capitation reim-
bursement to distribute to contractors based on their performance outcomes under A.R.S. § 36-
2904.

A reference to any study that the agency relied on in its evaluation of or justification for the rule and where the
public may obtain or review the study. all data underlying each study, any analysis of the study and other
supporting material:

Not applicable

A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a
previous grant of authority of a political subdivision of this state:

Not applicable

Thesummary of the economic, small business, and consumer impact:
The contractors, members, providers, and AHCCCS are nominally impacted by the changes to the rule language.
These rules define the contracts/request for proposa (RFP) process for AHCCCS' acute care program. The Adminis-
tration is amending these rules to make the rules more clear, concise, and understandable by:

« repealing Article 4 and relocating the provisions of Article 4 to Article 6,

« grouping like concepts to provide clarity and conciseness to the rule language,

« deleting language that appropriately exists in contract rather than rule according to A.R.S. § 41-1005(A)(16),
« clarifying language that does not clearly present policies or procedures, and

« updating citations to documents incorporated in the rule, as needed.

It is anticipated that the private sector, including small businesses or political subdivisionswill not be impacted since
the proposed rule language changes are intended to streamline and clarify the existing rules. The Administration, con-
tractors, and providers will benefit because the changes provide greater flexibility and clarification of therule.

10. A description of the changes between the proposed rules. including supplemental notices, and final rules (if

applicable):
The only changes to the proposed rule are grammatical and technical changes suggested by GR.R.C. staff.

A summary of the principal comments and the agency response to them:
On October 2, 2001, the Administration simultaneously conducted public hearings in Phoenix, Yuma, and Sierra
Vista. The Phoenix site was linked by videoconference with Tucson and Flagstaff. The Administration received no
oral or written comments prior to close of record at 5 p.m. on October 2, 2001.

12. Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class of

14.

rules:
Not applicable

Incor porations by reference and their location in the rules:
Not applicable

Wasthisrule previously adopted as an emergency rule?
No
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text of therulesfollows:

TITLE 9. HEALTH SERVICES

CHAPTER 22. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM (AHCCCYS)
ADMINISTRATION

ARTICLE 1. DEFINITIONS

Section
R9-22-101. Location of Definitions
R9-22-107. Standard for Payments Related Definitions
ARTICLE 4. cONFRACFS-ABMHNSTFRATHONANB-STANBARDBS REPEAL ED
Section
R9-22-401. General Repealed
R9-22-402. Centraets Repealed
R9-22-403. Subeontracts Repeaed
R9-22-404. Centract-Amendments-Mergers—Reerganizations Repealed
R9-22-405. i ia-Modificati ihati
R9-22-406. i i i
ARTICLE 6. REQUESTFFOR-PROPOSALS{RFR} REP AND CONTRACT PROCESS
Section
R9-22-601. General Provisions
R9-22-602. ReguestforPropesals{RFP)-Centract-Award REP
R9-22-603. CentraetRecerds Contract Award
R9-22-604. Contract or Proposal Protests; Appeas
R9-22-605. Repeated Waiver of Contractor’s Subcontract with Hospitals
R9-22-606. Contract Compliance Sanction
ARTICLE 7. STANDARDS FOR PAYMENTS
Section
R9-22-701. Scope of the Administration’s Liability:-Paymentsto-Centractors
R9-22-709. Contractor’s Liability to Hospitals for the Provision of Emergency and Subsequent Care
R9-22-714. Centractor+iskretention-fund (AHCCCS—assembled-netwerks) Payments to Providers
R9-22-716. Specialty Contracts
R9-22-719. Contractor Performance Measure Outcomes
ARTICLE 1. DEFINITIONS
R9-22-101. L ocation of Definitions
A. Location of definitions. Definitions applicable to this Chapter are found in the following:
Definition Section or Citation
“Accommodation” R9-22-107
“Act” R9-22-114
“Active case” R9-22-109
“ADHS" R9-22-112
“ Administration” A.R.S. §36-2901
“Administrative law judge” R9-22-108
“Administrative review” R9-22-108
“Adverse action” R9-22-114
“Affiliate Affiliated corporate organization” R9-22-106
“Aged” 42 U.S.C. 1382c(a)(1)(A) and R9-22-115
“Aggregate” R9-22-107
“AHCCCS’ R9-22-101
“AHCCCS inpatient hospital day or days of care” R9-22-107
“Ambulance” R9-22-102
“Ancillary department” R9-22-107
“Annual assessment period’ R9-22-109
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“Annual assessment period report” R9-22-109
“Annual enrollment choice’ R9-22-117
“Appélant” R9-22-114
“Applicant” R9-22-101
“Application” R9-22-101
“ Assignment” R9-22-101
“ Authorized representative” R9-22-114
“ Auto-assignment algorithm” R9-22-117
“Baby Arizona’ R9-22-114
“Behavior management services” R9-22-112
“Behavioral health evaluation” R9-22-112
“Behavioral health medical practitioner” R9-22-112
“Behavioral heath professional” R9-22-112 R9-20-101
“Behaviora health service” R9-22-112
“Behavioral health technician” R9-22-112 R9-20-101
“Behavior management services” R9-22-112
“BHS’ R9-22-114
“Billed charges’ R9-22-107
“Blind” R9-22-115
“Board-€dligible for psychiatry” R9-22-112
“Burial plot” R9-22-114
“Capital costs’ R9-22-107
“Capped fee-for-service” R9-22-101
“Caretaker relative” R9-22-114
“Case’ R9-22-109
“Case record” R9-22-101 and R9-22-109
“Case review” R9-22-109
“Cash assistance” R9-22-114
“Categorically-digible’ R9-22-101
“Certified psychiatric nurse practitioner” R9-22-112
“Clean claim” A.R.S. § 36-2904
“Clinical supervision” R9-22-112
“CMDP” R9-22-117
“CMS’ R9-22-101
“Complainant” R9-22-108
“Continuous stay” R9-22-101
“Contract” R9-22-101
“Contractor” A.R.S. §36-2901
“Copayment” R9-22-107
“Corrective action plan” R9-22-109
“Cost-to-chargeratio” R9-22-107
“Covered charges’ R9-22-107
“Covered services’ R9-22-102
“CpPT” R9-22-107
“CRS’ R9-22-114
“Cryotherapy” R9-22-120
“Date of notice” R9-22-108
“Day” R9-22-101
“DCSE” R9-22-114
“De novo hearing” R9-22-112 42 CFR 431.201
“Dentures’ R9-22-102
“Department” A.R.S. §36-2901
“Dependent child’ R9-22-114
“DES’ R9-22-101
“Diagnostic services’ R9-22-102
“Director” R9-22-101
“Disabled” R9-22-115
“Discussions’ R9-22-106
“Disenrollment” R9-22-117
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R9-22-109
R9-22-102
R9-22-107
R9-22-102
A.R.S. §36-2901

“Emergency medical condition” Section 1903(v) of the Social Security Act

“Emergency medical services’
“Encounter”
“Enrollment”
“Enumeration”
“Equity”

“Error”

“FAA”

“Facility”

“Factor”

“FBR”

“FESP’

“Finding”
“First-party liability”

R9-22-102
R9-22-107
R9-22-117
R9-22-101
R9-22-101
R9-22-109
R9-22-114
R9-22-101
R9-22-101
R9-22-101
R9-22-101
R9-22-109
R9-22-110

“Foster care maintenance payment” 4+-4-S.C-675(4HA) 42 U.S.C. 675(4)(A)

“Federal poverty level” (“FPL") A.RS.§1-215
“FQHC” R9-22-101
“Grievance’ R9-22-108
“GSA” R9-22-101
“Health care practitioner” R9-22-112
“Hearing” R9-22-108
“Hearing aid” R9-22-102
“Home health services’ R9-22-102
“Homebound” R9-22-114
“Hospital” R9-22-101
“1cu” R9-22-107
“IHS’ R9-22-117
“IMD” R9-22-112
“Income” R9-22-114
“Inmate of a public institution” 42 CFR 435.1009
“Interested party” R9-22-106
“LEEP’ R9-22-120
“License” or “licensure” R9-22-101
“Mailing date” R9-22-114
“Management evaluation review” R9-22-109
“Medical education costs’ R9-22-107
“Medical expense deduction” R9-22-114
“Medical record” R9-22-101
“Medical review” R9-22-107
“Medical services’ R9-22-101 A.R.S. § 36-401
“Medical supplies” R9-22-102
“Medical support” R9-22-114
“Medically necessary” R9-22-101
“Medicare claim” R9-22-107
“Medicare HMO” R9-22-101
“Member” R9-22-101 A.R.S. § 36-2901
“Mental disorder” R9-22-112 A.R.S. § 36-501
“New hospital” R9-22-107
“Nursing facility” (“NF") R9-22-161 42 U.S.C. 1396r(a)
“NICU” R9-22-107
“Noncontracting provider” A.R.S. §36-2901
“Nonparent caretaker relative’ R9-22-114
“Notice of Findings’ R9-22-109
“OAH" R9-22-108
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“Occupational therapy”
“Offeror”

“Ownership interest”
“Operating costs’
“Outlier”

“OQutpatient hospital service”
“Ownership change”
“Partial Care’

“Party”

“Peer group”
“Performance measures’
“Pharmaceutical service’
“Physical therapy”
“Physician’

“PPC”
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R9-22-102
R9-22-106
42 CFR 455.101
R9-22-107
R9-22-107
R9-22-107
R9-22-107
R9-22-112
R9-22-108
R9-22-107
R9-22-109
R9-22-102
R9-22-102
R9-22-102
R9-22-107

“Post-stabilization care services’' 42-CFR-438-114 42 CFR 422.113

“Practitioner”
“Pre-enrollment process’
“Preponderance of evidence’
“Prescription”

“Primary care provider”
“Primary care provider services’
“Prior authorization”
“Private duty nursing services”
“Proposal”

“Prospective rates”
“Prospective rate year”
“Psychiatrist”
“Psychologist”
“Psychosocial rehabilitation services’
“Qualified aien”
“Quality management”
“Radiology services’
“Random sample’
“RBHA”

“Rebasing”

“Referral”
“Rehabilitation services”
“Reinsurance’
“Resources’
“Respiratory therapy”
“Respondent”
“Responsible offeror”
“Responsive offeror”
“Review”

“Review period”

“RFP”

“Scope of services”
“SDAD”

“Section 1115 Waiver”
“Service location”
“Service site”

“SESP”

“S.0.B.RA.
“Specialist”

“Specified relative’

“ Speech therapy”
“Spendthrift restriction”
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R9-22-102
R9-22-106
R9-22-107
R9-22-107
R9-22-112
R9-22-112
R9-22-112
A.R.S. § 36-2903.03
R9-22-105
R9-22-102
R9-22-109
R9-22-112
R9-22-107
R9-22-101
R9-22-102
R9-22-107
R9-22-114
R9-22-102
R9-22-108
R9-22-106
R9-22-106
R9-22-114
R9-22-109
R9-22-106
R9-22-102
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A.R.S. §36-2901
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R9-22-114
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R9-22-114
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“Spouse’ R9-22-101
“SSA” PLE103-296,Fitle+ 42 CFR 1000.10
“SSI” R9-22-101 42 CFR 435.4
“SSN” R9-22-101
“ Sterilization” R9-22-102
“Subcontract” R9-22-101
“Summary report” R9-22-109
“SVES’ R9-22-114
“Third-party” R9-22-110
“Third-party liability” R9-22-110
“Tier” R9-22-107
“Tiered per diem” R9-22-107
“Title IV-D” R9-22-114
“Title IV-E” R9-22-114
“Tolerance level” R9-22-109
“Utilization management” R9-22-105
“WWHP’ R9-22-120

B. General definitions. In addition to definitions contained in A.R.S. 8 36-2901, the words and phrases in this Chapter have
the following meanings unless the context explicitly requires another meaning:

“AHCCCS’ means the Arizona Health Care Cost Containment System, which is composed of the Administration,
contractors, and other arrangements through which health care services are provided to a member.

“Applicant” means a person who submits or whose authorized representative submits, a written, signed, and dated
application for AHCCCS benefits.

“Application” means an officia request for AHCCCS medical coverage made under this Chapter.

“Assignment” means enrollment of a member with a contractor by the Administration.

“Capped fee-for-service’ means the payment mechanism by which a provider of careis reimbursed upon submission
of avalid claim for a specific AHCCCS-covered service and equi pment provided to amember. A paymentismadein
accordance with an upper, or capped, limit established by the Director.

“Case record” means the an applicant’s or member’s file and all documents in the file that are used to establish eligi-
bility.

“Categorically-eligible’” means a person who is eligible under A.R.S. 88 36-2901(i), (ii), or (iii) and 36-2934.

“CMS’ means the Centers for Medicare and Medicaid Services.

“Continuous stay” means the period during which a member receives inpatient hospital services without interruption
beginning with the date of admission and ending with the date of discharge or date of death.

“Contract” means a written agreement entered into between a person, an organization, or other entity and the Admin-
istration to provide health care services to amember under A.R.S. Title 36, Chapter 29, and these+utes this Chapter.
“Day” means a calendar day unless otherwise specified #-the-text.

“DES’ means the Department of Economic Security.

“Director” means the Director of the Administration or the Director’s designee.

“Eligible person” means the a person as defined in A.R.S. § 36-2901.

“Enumeration” means the assignment of a specific nine-digit identification number to a person by the Socia Security
Administration.

“Equity” means the county assessor full cash or market value of aresource minus valid liens, encumbrances, or both.
“Facility” means a building or portion of a building licensed or certified by the Arizona Department of Health Ser-
vices as a health care institution, under A.R.S. Title 36, Chapter 4, to provide amedical service, anursing service, or
other health care or health-related serviees service.

“Factor” means an organi zation, a collection agency, a service bureau, or a person who advances money to a provider
for accounts receivable that the provider assigns, sells, or otherwise transfers, including transfers through the use of a
power of attorney, to the organization, the collection agency, the service bureau, or the person that receives an added
fee or adeduction of a portion of the face value of the accounts receivable in return for the advanced money. The term
“factor” does not include a business representative, such as a bailing agent or an accounting firm described within
theserdtes in this Chapter, or a health careinstitution.

“FBR” means Federal Benefit Rate, the maximum monthly Supplemental Security Income payment rate for a mem-
ber or amarried couple.

“FESP” means afederal emergency services program covered under R9-22-217, to treat an emergency medical con-
dition for amember who is determined eligible under A.R.S. § 36-2903.03(D).
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“FQHC” means federally qualified health center.

“GSA” means a geographical service area designated by the Administration within which a contractor efreeerd pro-
vides, directly or through a subcontract, a covered health care service to a member enrolled with that contractor of
record.

“Hospital” means a health care institution that islicensed as a hospital by the Arizona Department of Health Services
under A.R.S. Title 36, Chapter 4, Article 2, and certified as a provider under Title XV 111 of the Socia Security Act, as
amended, or is currently determined, by the Arizona Department of Health Services asthe CM S designee, to meet the
reguirements of certlflcatlon

“ L|cense or “licensure” meansanontransferableauthorlzatlon that |saNarded based on established standards in law,

is issued by a state or a county regulatory agency or board, and allows a health care provider to lawfully render a
health care service lawfuHy.

“Medical record” means all documents that relate to medical and behavioral health services provided to a member by
a phys cian or other I|censed practltl oner of the heali i ng arts and that are kept a the S|te of the prowder

“ Medlcally necemy means acovered service provided by a physician or other I|censed practitioner of the healing
arts and within the scope of practice under state law to prevent disease, disability, and or other adverse health condi-
tions or their progression:, or prolong life.

“Medicare HMO” means a health maintenance organization that has a current contract with Centers for Medicare and
Medicaid for part| Ci pat|on in the Medicare program under 42 CFR 417(L).

“Referral” means the process by which a member is directed by a primary care provider or an attending physician to
another appropriate provider or resource for diagnosis or treatment.

“Service location” means any alocation at which a member obtains ary a covered health care service provided by a
contractor-of recoerd physician or other licensed practitioner of the healing arts under the terms of a contract.
“Service site” means a location designated by a contractor ef-reeerd as the location at which a member is to receive
covered health care services.

“SESP" means state emergency services program covered under R9-22-217 to treat an emergency medical condition
for aqualified alien or noncitizen who is determined eligible under A.R.S. § 36-2901.06.

“S.0.B.R.A.” means Section 9401 of the Sixth Omnibus Budget Reconciliation Act, 1986, amended by the Medicare
Catastrophic Coverage Act of 1988, 42 U.S.C. 1396a(a)(10)(A)(i)(1V), 42 U.S.C. 1396a(a)(10)(A)(i)(V1), and 42
U.S.C. 1396a(a)(10)(A)(i)(V1I).

“Spouse” means the-husbang-e—wife a person who has entered into a contract of marriage, recognized as valid by
Arizona.

“SSN” means social securlty number
“Subcontract” means an agreement entered into by a contractor with any of the following:
A provider of health care services who agrees to furnish covered services to a member;
A marketing organization; or
Any other organization or person who agrees to perform any administrative function or service for a contractor
specifically related to securing or fulfilling the contractor’s obligation to the Administration under the terms of a
contract.

R9-22-107. Sandard for Payments Related Definitions

In addition to definitions contained in A.R.S. § 36-2901, the words and phrases in this Chapter have the following meanings

unless the context explicitly requires another meaning:

£ “Accommodation” means the bed and board services provided to a patient during an inpatient hospital stay and

includes the cost of all staffing, supplies, and equipment. The accommodation is typieathy semi-private except when
the member must be isolated for medical reasons. Other types of accommodation include hospital routine medical/
surgical units, intensive care units, and any other specialty care unit in which bed and board are provided.
“Aggregate” means the combined amount of hospital payments for covered services provided within and outside the
service area.
“AHCCCS inpatient hospital day or days of care” means the period of time beginning with the day of admission and
includes each day of an inpatient stay for an eligible person, including the day of death, but excluding the day of dis-
charge, provided that all medical necessity and medical review requirements are
met.

Volume 8, Issue #5 Page 432 February 1, 2002



Arizona Administrative Register
Notices of Final Rulemaking

»

“Ancillary department” means the department of a hospital that provides ancillary services and outpatient services,
which are defined in the Medicare Provider Reimbursement Manual.

“Billed charges’ means charges that a hospital includes on a claim for providing hospital services to an eligible per-
son or member consistent with the rates and charges filed by the hospital with the Arizona Department of Health Ser-
vices.

“Capital costs’ means capital-related costs, which are defined in the Medicare Provider Reimbursement Manual,
Chapter 28, such as building and fixtures, and movable equipment.

¢

“Copayment” means a monetary amount, specified by the Director, that a member pays directly to a contractor or
provider at the time covered services are rendered.

“Cost-to-charge ratio” means a hospital’s costs for providing covered services divided by the hospital’s covered
charges for the same services.

- “Covered charges’ means hilled charges that represent medically necessary, reasonable, and customary items of
expense for AHCCCS-covered services that meet medical review criteria of the Administration or contractor.

- “CPT” means current procedural terminology, the manual published and updated by the American Medical Associa-
tion, which is a nationally accepted listing of descriptive terms and identifying codes for reporting medical services
and procedures performed by physicians and provides a uniform language that-wiH to accurately designate medical,
surgical, and diagnostic services.

“DRI inflation factor” means the Data Resources Inc., Health Care Financing Administration-type-hospital input
price index for prospective hospital reimbursement, which is published by DRI/McGraw-Hill.

“Encounter” means a record of medical service, submitted by a contractor and processed by AHCCCS, that is ren-
dered by a provider registered with AHCCCS to amember who is enrolled with the contractor on the date of service,
and for which the contractor incurs any financial liability.

“ICU"” means the intensive care unit of a hospital.

“Medical education costs’ means direct hospital costs for intern and resident salaries, frirges fringe benefits, and pro-
gram costs, nursing school education, and paramedical education, which is are defined in the Medicare Provider
Reimbursement Manual, Chapter 28.

16: “Medica review” meansareview involving clinical judgment of aclaim or arequest for a service before or after it is
paid or rendered to ensure that services provided to an eligible person or member are medically necessary and cov-
ered services and that required authorizations are obtained by the provider. The criteriafor medical review are estab-
lished by the Administration or contractor based on medical practice standards that are updated periodically to reflect
changesin medical care.

“Medicare clam” means aclaim for Medicare covered services for an eligible person or member with Medicare cov-
erage.

“New hospital” means any a hospital for which Medicare Cost Report (Heath Care Finance Administration form-
2552) data and claim and encounter data are not available for hospital rate development from any owner or operator
of the hospital, during either the initial prospective rate year or rebasing.

“NICU” means the neonatal intensive care unit of a hospital that hasbeen is classified asaLevd Il or Level |11 peri-
natal center by the Arizona Perinatal Trust.

“Operating costs” means an AHCCCS allowable accommodation and ancillary department hospital costs excluding
capital and medical education costs.

“Outlier” means a hospital claim or encounter in which the AHCCCS inpatient hospital days of care have operating
costs per day that meet the criteria described in R9-22-712.

“Outpatient hospital service” means a service provided in an outpatient hospital setting that does not result in an
admission.

“Ownership change’ means a change in a hospital’s owner, lessor, or operator as defined in 42 CFR 489.18(A).
“Peer group” means hospitals that share a common, stable, and independently definable characteristic or feature that
significantly influences the cost of providing hospital services.

“PPC” _means prior period coverage. PPC is the period of time, prior to the member’s enroliment, during which a
member is eligible for covered services. The time-frame isthe first day of the month of application or thefirst ligible
month, whichever is later to the day a member is enrolled with a contractor.

“Prospective rates’ means inpatient or outpatient hospital rates defined by the Administration in advance of a pay-
ment period and representing full payment for covered services excluding any quick-pay discounts, slow-pay penal-
ties, non-categorical discounts, and 4st- first- and 3rd- third-party payments regardless of billed charges or individual
hospital costs.

26: “Prospective rate year” means the period from October 1 of each year to September 30 of the following year, except
for the initial prospective rate year, which is between March 1, 1993, and September 30, 1994.
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27 “Rebasing” means the process by which new Medicare Cost Report data (HCFA-2552); and AHCCCS claim; and
encounter data are collected and analyzed to reset periodically the inpatient hospital tiered per diem rates or the out-
patient hospital cost-to-charge ratios.

28: “Reinsurance’ means a risk-sharing program provided by the Administration to contractors for the reimbursement of
certain contract service costs incurred by a member or eligible person beyond a certain monetary threshold.

29. “SDAD” means same day admit and discharge, which is ahospita stay with the admit and discharge occurring on the
same calendar day.

30: “Tier" means a grouping of inpatient hospital services into levels of care based on diagnosis, procedure or revenue
codes, peer group, or NICU classification level, or any combination of these items.

3% “Tiered per diem” means a payment structure in which payment is made on a per-day basis depending upon the tier
|nto WhICh an AHCCCS |npa1| ent hospltal day of careis asagned

32

ARTICLE 4 -coNFRACFS-ABMNSTIRAHON-AND-SFANBARBS REPEALED
R9-22 401. Genepa} Rmealed
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A. The Director has full operational authority to adopt rules for the RFP process and the award of contracts under A.R.S. 8
36-2906.
B. This Article applies to the expenditure of all public monies by the Administration for covered services under Articles 2

and 12 of this Chapter except as otherwise provided by law. The Administration shall establish conflict-of-interest safe-
guards for officers and employees of this state with responsibilities relating to contracts that comply with 42 U.S.C.

1396u-2(d)(3).

The Administration shall award contracts under A.R.S. 88 36-2904 and 36-2906 to provide services under A.R.S. § 36-
2907.

The Administration is exempt from the procurement code under A.R.S. § 41-2501.

The Administration and contractors shall retain all contract records for five years under A.R.S. § 36-2903 and dispose of
the records under A.R.S. § 41-2550.

R9-22-602. R-eqa-&st—fer—PFepeaLs-éR-FP)—eem-Faet—AmaFd RFP

mo 10

A. RFP content. The Administration shall include the following items in any RFP under this Article:

1. Instructions and information to an offeror concerning the proposal submission including:
a Thedeadline for submitting a proposal,
b. The address of the office at which a proposal isto be received,
c. The period during which the RFP remains open, and
Any special instructions and information:;
The scope of covered services under Article 2 of this Chapter and A.R.S. 88 36-2906 and 36-2907, covered popula-
tions, geographic coverage, service and performance requirements, and a delivery or performance schedule;
The contract terms and conditions, including bonding or other security requirements, if applicable;
The factors used to evaluate a proposal;
The location and method of obtaining documents that are incorporated by reference in the RFP;
A requirement that the offeror acknowledge receipt of all RFP amendments issued by the Administration;

(=4
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7. Thetype of contract to be used and a copy of a proposed contract form or provisions;

8. Thelength of the contract service;

9. A requirement for cost or pricing data;

10. The minimum RFP requirements; and

11. A provision requiring an offeror to certify that a submitted proposal does not involve collusion or other anti-competi-

tive practices.
B. Proposal process.

1. After the deadline for submitting proposals, the Administration may open a proposa publicly and announce and
record the name of the offeror. The Administration shall keep all other information contained in a proposal confiden-
tial. The Administration shall open a proposal for public inspection after contract award unless the Administration
determines that disclosure is not in the best interest of the state.

2. The Administration shall evaluate a proposal based on the GSA and the evaluation factorslisted in the RFP.

3. The Administration may initiate discussions with a responsive and responsible offeror to clarify and assure full
understanding of an offeror’s proposal. The Administration shall provide an offeror fair treatment with respect to dis-
cussion and revision of a proposal. The Administration shall not disclose information derived from a proposal sub-
mitted by a competing offeror.

4. The Administration shall allow for the adjustment of covered services by expansion. deletion, segregation, or combi-
nation in order to secure the most financially advantageous proposals for the state.

5. The Administration may conduct an investigation of a person or organization who has ownership or management
interests in corporate offerors or affiliated corporate organizations of an offeror.

6. The Administration may issue a written request for best and final offers. The Administration shall state in the request
the date, time, and place for the submission of best and final offers.

7. TheAdministration shall not request best and final offers more than once unless the Administration determines that it
is advantageous to the state to request additional best and final offers. The Administration shall state in the written
request for best and final offers that if the offeror does not submit a notice of withdrawal or a best and final offer, the
Administration shall take the most recent offer as the offeror’s best and final offer.

C. Proposal rejection.

1. The Administration may reject an offeror’s proposal if the offeror fails to supply the information requested by the
Administration.

2. The offeror shall not disclose information pertaining to its proposal to any other offeror prior to contract award. The

offeror may disclose proposal information to a person other than another offeror if the recipient agrees to keep the

information confidential until contract award. Disclosure in violation of this subsection may be grounds for rejecting

aproposal.

3. The Administration shall provide written notification to an offeror whose proposal is rejected. The rejection notice
shall be part of the contract file and a public record.
4. |f the Administration determines that it is in the best interest of the state, the Administration may reject any and all

proposals, in whole or in part, under the RFP. The reasons for rejection shall be part of the contract file. An offeror
shall have no right to damages for any claims against the state, the state’s employees, or agents if a proposa is
rejected in whole or in part.
D. Proposal cancellation. If the Administration determines that it is in the best interest of the state, the Administration may
cancel a RFP.The reasons for cancellation shall be part of the contract file. An offeror shall have no right to damages for
any claims against the state, the state’s employees, or agentsif a RFP is cancelled.

R9-22-603. ESentractReeerds Contract Award

on ecorde ch haora ned fo neriod-o 2 nd dicnaced-o nder AR S 4 0

The Administration shall award a contract to the responsible and responsive offeror whose proposal is determined most advan-
tageous to the state under A.R.S. 8 36-2906. |f the Administration determines that multiple contracts are in the best interest of
the state, the Administration may award multiple contracts. The contract file shall contain the basis on which the award is

made.
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Disputes related to contract performance. This Section does not apply to adispute related to contract performance. A con-
tract performance dispute is governed by Article 8 of this Chapter.
Resolution of aproposal protest. The procurement officer issuing a RFP shall have the authority to resolve proposal pro-
tests. An appeal from the decision of the procurement officer shall be made to the Director.
Filing of a protest.
1. A person may file a protest with the procurement officer regarding:
a A RFPissued by the Administration,
b. A proposed award, or

c. Anaward of acontract.
2. A protester shall submit awritten protest and include the following information:
a Thename, address, and telephone number of the protester;
b. The signature of the protester or protester’s representative;
c. ldentification of a RFP or contract number;
d. A detailed statement of the legal and factual grounds of the protest including copies of any relevant documents:;
and
e. Therelief requested.

Timefor filing a protest.

1. A protester filing a protest alleging improprietiesin a RFP shall file the protest before the due date for receipt of pro-
posals.

2. A protester filing a protest alleging improprieties that do not exist in the original RFP but are subsequently incorpo-
rated into the RFP before the due date for receipt of proposals shall file the protest prior to the amended due date for
receipt of proposals.

3. In cases other than those covered in subsections (D)(1) and (2), a protester shall file a protest within 10 days after the
protester knows or should have known the basis of the protest.

Stay of procurement during the protest. If a protester files a protest before the contract award, the procurement officer may

issue a written stay of the contract award. In considering whether to issue a written stay of contract, the procurement

officer shall consider but is not limited to considering whether:

1. A reasonable probability exists that the protest will be sustained, and

2. Thestay of the contract award isin the best interest of the state.

Stay of contract award during an appeal to the Director. The Director shall automatically continue the stay of a contract

award if:

1. Anappead isfiled before a contract award, and

2. The procurement officer issues a stay of the contract award under subsection (E). unless

3. TheDirector issues awritten determination that the contract award is necessary to protect the best interest of the state.

Decision by the procurement officer.

1. The procurement officer shall issue awritten decision within 14 days after a protest has been filed. The decision shall
contain an explanation of the basis of the decision.

2. The procurement officer shall furnish a copy of the decision to the protester by:

a Certified mail. return receipt requested; or
b. Any other method that provides evidence of receipt.

3. The Administration may extend, for good cause, the time-limit for decisions in subsection (F)(1) for a time not to
exceed 30 days. The procurement officer shall notify the protester in writing that the time for the issuance of a deci-
sion has been extended and the date by which a decision shall be issued.

4. |f the procurement officer failsto issue a decision within the time-limits in subsection (F)(1) or (3), the protester may
proceed as if the procurement officer issued an adverse decision.

Remedies.

1. If the procurement officer sustains the protest in whole or in part and determines that the RFP. proposed contract

award, or contract award does not comply with applicable statutes and rules, the procurement officer shall order an
appropriate remedy.

2. In determining an appropriate remedy, the procurement officer shall consider all the circumstances of the procure-
ment or proposed procurement, including:
a  Seriousness of the procurement deficiency,
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Degree of prejudice to other interested parties or to the integrity of the RFP process,
Good faith of the parties,
Extent of performance,
Costs to the state, and
Urgency of the procurement.
n appropriate remedy may include one or more of the following:
Terminating the contract;
Reissuing the RFP;
Issuing a new RFP;
Awarding a contract consistent with statutes, rules, and the terms of the RFP; or
Any relief determined necessary to ensure compliance with applicable statutes and rul es.
L. Appedsto the Director.
1. A person may file an appeal about a procurement officer’s decision with both the Director and the procurement
officer within five days from the date the decision is received. The date the decision is received shall be determined
under subsection (F)(2).
2. The appea shall contain:
The information required in subsection (C)(2).
A copy of the procurement officer’s decision.,
The alleged factual or legal error in the decision of the procurement officer on which the appeal to the Director is
based, and
A request for hearing unless the person requests that the Director’s decision be based solely upon the contract
record.
J. Dismissal. The Director shall not schedule a hearing and shall dismiss an appeal with awritten determination if:
1. The appeal does not state a basis for protest,
2. Theapped isuntimely under subsection (H)(1), or
3. Theappea ismoot.
K. Hearing. Hearings under this Section shall be conducted under R9-22-802 of this Chapter.

R9-22-605. Repeated Waiver of Contractor’s Subcontract with Hospitals

If a contractor is unable to obtain a subcontract with a hospital, the contractor may reqguest in writing a waiver from the Admin-
istration as allowed by A.R.S. § 36-2906. The contractor shall state in the request the reasons a waiver is believed to be neces-
sary and all efforts the contractor has made to secure a subcontract. The Administration shall consider the following criteriain
deciding whether to grant the waiver:

The number of hospitalsin the GSA,

The extent to which the contractor’s physicians have staff privileges at noncontracting hospitals in the service area,
The size and population of, and the demographic distribution within, the service area,

Patterns of medical practice and care within the service area,

Whether the contractor has diligently attempted to negotiate a hospital subcontract with local hospitals capable of
serving members in the service area,

Whether the contractor has any subcontracts in adjoining service areas with hospital s that are reasonably accessible to
the contractor’s members in the service area, and

Whether the contractor’s members can reasonably be expected to receive all covered services in the absence of a hos-
pital subcontract.

R9-22-606. Contract Compliance Sanction

A. The Director may impose one or more of the following sanctions upon a contractor that violates any provision of this

Chapter or of a contract:

1. Suspend any or al further member enrollment, by choice or assignment. for a period of time commensurate with the
nature, term, and severity of the violation.

2. Withhold a percentage of the contractor’s capitation prepayment, commensurate with the nature, term, and severity of
the violation.

The Director shall consider the nature, severity, and length of the violation when determining a sanction.

The Director shall provide a contractor with written notice specifying grounds for the sanction which are commensurate

with the nature, term, and severity of the violation and one or more of the following:

1. Length of suspension,

2. Amount to be forfeited, or

3. Prepayment to be withheld.

Nothing contained in this Section shall be construed to prevent the Administration from imposing sanctions as provided in

contract under A.R.S. § 36-2903.
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ARTICLE 7. STANDARDSFOR PAYMENTS

R9-22-701. Scope of the Administration’s Liability-Paymentste-Contractors
A= The Administration shall bear no liability for providing covered services to or completing a plan of treatment for any
ehghpHity-or-enroliment:

member er—el-rgi-leleﬁeﬁeen beyond the date of ellgl blllty term| nation. ef—themdwrelaal—s

R9-22-709. Contractor’sLiability to Hospitals for the Provision of Emergency and Subsequent Care

A. Ferpurpeses-of-program-and-contractorHabitity; A contractor is liable for the cost of services for an emergency medical
or acute mental health condition of a member shal-be-subject-to+eimbursement only until the member’s condition is sta-
bilized and the member is transferable, or until the member is discharged following stabilization subject to the require-
ments of A.R.S. § 36-2909(E) 36-2909 and Article 2 of these-rdtes this Chapter.

B. Subject to subsection (A), if a member cannot be transferred following stabilization to a facility that has a subcontract
with the contractor of record, the contractor of record shall pay for all appropriately documented, prior authorized, and
medically necessary treatment provided to the member before the date-ef-discharge discharge date or transfer Hr-aeeor-
danee-with-payment-standardstn under R9-22-705.

C. If amember refusestransfer from arenprevider noncontracting provider or noncontracting hospital to a hospital affiliated
with the member’s contractor of record, neither the Administration nor the contractor shall be liable for any costsincurred
after the date of refusal if:

1. After consultation with the member’s contractor of record, the member continues to refuse the transfer; and

2. The member has been provided and signs a written statement, before the date ef-transfer-of Habitity the member islia-
ble for payment, informing the member of the medical and financial consequences of refusing to transfer. If the mem-
ber refuses to sign a written statement, a statement signed by 2 two witnesses indicating that the member was
informed may be substituted.

R9-22- 714 Gen#aetepﬁek—FetenHen—ﬂmd-QAHGGG—S—aeeemeed-H&wems) Pavmentsto Prowders

A. As aDrereqmstefor receiving reimbursement for covered services Drowded to a member aprovider shall sign a provider
reement with the Administration that establishes the terms and conditions of participation and payment under A.R.S.

36-2904.
B. Thissubsection does not apply to reimbursement of emergency services and services provided during PPC under Article 2
of this Chapter.

R9—22-716 SpeC|aIty Contracts
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The Director may contract with entities for specialized hospital and medical services including:

Neonatology,
Neurology,

Cardiology.
Burn care under A.R.S. § 36-2903.01, and

Transplant services.

[V [ (o N =

R9-22-719. Contractor Perfor mance M easure Outcomes
The Administration may retain a specified percentage of capitation reimbursement to distribute to contractors based on their

performance measure outcomes under A.R.S. § 36-2904. The Administration shall notify contractors 60 days prior to a new

contract year if this methodology isimplemented. The Administration shall specify the details of the reimbursement methodol -
ogy in contract.

NOTICE OF FINAL RULEMAKING

TITLE 9. HEALTH SERVICES

CHAPTER 28. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM (AHCCCYS)
ARIZONA LONG-TERM CARE SYSTEM

PREAMBLE
1. Sections Affected Rulemaking Action
R9-28-101 Amend
Article 6 Amend
R9-28-601 Amend
R9-28-602 Amend
R9-28-603 Repeal
R9-28-603 New Section
R9-28-604 Repeal
R9-28-604 New Section
R9-28-605 Repeal
R9-28-605 New Section
R9-28-606 Repeal
R9-28-606 New Section
R9-28-607 Repeal
R9-28-608 Repeal
R9-28-701 Amend
R9-28-707 Amend
R9-28-710 Repeal
R9-28-714 New Section
R9-28-715 New Section
2. The specific authority for the rulemaking. including both the authorizing statute (general) and the statutes the
rules are implementing (specific):
Authorizing statutes: A.R.S. 88 36-2932 and 36-2944
Implementing statutes: A.R.S. 88 36-2932 and 36-2944
3. Thee€ffective date of therules:
January 10, 2002
4. A list of all previous notices appearing in the Register addressing the final rule:

Notice of Rulemaking Docket Opening: 7 A.A.R. 3050, July 13, 2001
Notice of Proposed Rulemaking: 7 A.A.R. 3757, August 31, 2001
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5. Thename and address of agency personnel with whom persons may communicate regar ding the rulemaking:
Name: Cheri Tomlinson, Federal & State Policy Administrator

Address: 801 East Jefferson
Mail Drop 4200
Phoenix, AZ 85034

Telephone: (602) 417-4198
Fax: (602) 256-6756

6. An explanation of therule, including the agency’sreasonsfor initiating therule:

These rules define the contracts/request for proposa (RFP) process for AHCCCS' long term care program. The
Administration is amending these rules to make the rules more clear, concise, and understandabl e by:

« grouping like concepts to provide clarity and conciseness to the rule language,

« deleting language that appropriately exists in contract rather than rule according to A.R.S. § 41-1005(A)(16),
« clarifying language that does not clearly present policies or procedures, and

« updating citations to documents incorporated in the rule, as needed.

Following is an explanation of the changes:
9A.A.C. 28, Article 1, Definitions
The Administration modified, added, or deleted definitions to improve the clarity and conciseness of the rule lan-

guage.

9A.A.C. 28, Article 6, RFP and Contract Process

Amend

R9-28-601 ;I'h? Administration amended R9-28-601 to mirror the general provisionsin R9-22-601 in con-
ent.

R9-28-602 The Administration amended the title to “RFP” as well as adding an A.R.S. citation and cor-
recting an A.A.C. citation.

New Section

The Administration added the following as new Sections to mirror 9 A.A.C. 22, Article6:

* R9-28-603 “Contract Award,” which refersto A.R.S. § 36-2944 and A.A.C. R9-22-603 for content.

* R9-28-604 “ Contractor Proposal Protests; Appeals,” which refersto A.A.C. R9-22-604 for content.

* R9-28-605 “Waiver of Contractor’s Subcontract with Hospitals,” which refersto A.A.C. R9-22-605 for content.

* R9-28-606 “Contract Compliance Sanction,” which refersto A.A.C. R9-22-606 and the CFR and U. S. Code for

content.

Repeal

R9-28-607 The Administration has repealed this Article because it is more appropriately housed in con-
tract per A.R.S. § 41-1005(A)(16).

R9-28-608 The Administration has repealed this Section. Subsection “A” is already in rule in Article 4.

Subsection “B” isincorporated in R9-28-606.
9A.A.C. 28, Article 7, Standards for Payments
The Administration revised those Articles in Article 7 that pertained to contract.

R9-28-701 The Administration amended the Article to contain only language that is appropriate to rule.
The ba ance of the language was struck because it is more appropriately housed in contract per
A.R.S. 8 41-1005(A)(16).

R9-28-707 The Administration amended the Article to refer the reader to A.R.S. § 36-2989, A.A.C. R9-
22-709, R9-28-705 and Article 2 of Chapter 28 for content.

R9-28-710 The Administration repealed this Article because the content is more appropriately housed in
contract per A.R.S. § 41-1005(A)(16).

R9-28-714 The Administration added “Payments to Providers” as a new Section which clarifies the pre-
requisite for provider payment and refers the reader to A.A.C. R9-22-714 for content.

R9-28-716 The Administration added “ Specialty Contracts’ as a new Section which directs the reader to

A.A.C. R9-22-716 for content.
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7. A referenceto any study that the agency relied on in its evaluation of or justification for the rule and where the
public may obtain or review the study, all data underlying each study, any analysis of the study and other
supporting material:

Not applicable

8. A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a

previous grant of authority of a political subdivision of this state:
Not applicable

9. Thesummary of the economic, small business, and consumer impact:

The contractors, members, providers, and AHCCCS are nominally impacted by the changes to the rule language.
These rules define the contracts/request for proposa (RFP) process for AHCCCS' long term care program. The
Administration is amending these rules to make the rules more clear, concise, and understandabl e by:

« grouping like concepts to provide clarity and conciseness to the rule language,

« deleting language that appropriately exists in contract rather than rule according to A.R.S. § 41-1005(A)(16),

« clarifying language that does not clearly present policies or procedures, and

« updating citations to documents incorporated in the rule, as needed.

It is anticipated that the private sector, including small businesses or political subdivisionswill not be impacted since
the proposed rule language changes are intended to streamline and clarify the existing rules. The Administration, con-
tractors and providers will benefit because the changes provide greater flexibility and clarification of the rule lan-
guage.

10. A description of the changes between the proposed rules including supplemental notices. and final rules (if
applicable):

The only changes to the proposed rule, are grammatical and technical changes suggested by G.R.R.C. staff.

11. A summary of the principal comments and the agency response to them:

On October 2, 2001, the Administration simultaneously conducted public hearings in Phoenix, Yuma, and Sierra
Vista. The Phoenix site was linked by videoconference with Tucson and Flagstaff. The Administration received no
oral or written comments prior to close of record at 5 p.m. on October 2, 2001.
12. Any other matters prescribed by statute that are applicableto the specific agency or to any specific rule or class of
rules:
Not applicable
13. Incorporationsby reference and their location in therules:
42 CFR 488, Subpart F, May 17, 1999, R9-28-606(B)
14. Wasthisrulepreviously adopted as an emergency rule?
No
15. Thefull text of therulesfollows:
TITLE 9. HEALTH SERVICES
CHAPTER 28. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM (AHCCCS)
ARIZONA LONG-TERM CARE SYSTEM
ARTICLE 1. DEFINITIONS
Section

R9-28-101. Genera Definitions

ARTICLE 6. REQUESHORPRORPOSALS REP AND CONTRACT PROCESS

Section
R9-28-601. Generd Provisions
R9-28-602. ReguestforPropesals{RFP)—Centract-Award RFP

R9-28-603. Centract-orPropesaPretests—Appeals-Contract Award
R9-28-604. Centracts-Contract or Proposal Protests; Appeals

R9-28-605. Subeontracts Waiver of Contractor’s Subcontract with Hospitals
R9-28-606. Speciaty-Centracts Contract Compliance Sanction

R9-28-607. Centract-Armendments—Mergers—Reerganizations-Repealed

R9-28-608.
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ARTICLE 7. STANDARDSFOR PAYMENTS

R9-28-701. Scope of the Administration’s Habiity Liability

R9-28-707. Contractor’s Liability to Hospitals for the Provision of Emergency and Subsequent Care

R9-28-710. Capitation-Paymentsto-Program-Contractors Repealed

R9-28-714. Paymentsto Providers
R9-28-715. Specialty Contracts

R9-28-101. General Definitions

A. Location of definitions. Definitions applicable to Chapter 28 are found in the following:

ARTICLE 1. DEFINITIONS

Definition Section or Citation
“ Administration” A.R.S. § 36-2931
“ADHS’ R9-28-111 R9-22-112
“Aggregate” R9-22-107
“AHCCCS’ R9-22-101
“Algorithm” R9-28-104
“ALTCS’ A-R.S-836-2932 R9-28-101
“ALTCS acute care services’ R9-28-104
“Alternative HCBS setting” R9-28-101
“ Ambulance’ R9-22-102
“Bed hold” R9-28-102
“Behavior intervention” R9-28-102

“Behavior management services”

“Behaviora health evaluation”

R9-28-111 R9-20-101
R9-28-111 R9-22-112

“Behavioral health medical practitioner’ R9-28-411 R9-22-112

“Behavioral heath professional”
“Behavioral health service”
“Behaviora health technician”

R9-28-111 R9-20-101
R9-28-111 R9-20-101
R9-28-111 R9-20-101

“Billed charges’ R9-22-107
“Board-€dligible for psychiatry” R9-28-111 R9-22-112
“Capped fee-for-service’ R9-22-101
“Case management plan” R9-28-101
“Case manager” R9-28-101
“Case record” R9-22-101
“Categorically-digible” A-R-S-§36-2934 R9-22-101
“Certification” R9-28-105
“Certified psychiatric nurse practitioner” R9-28-111 R9-22-112
“CFR” R9-28-101
“Clean claim” R9-20-101
“Clinical supervision” R9-28-111 R9-22-112
“CMS’ R9-22-101
“Community Spouse” R9-28-104
“Contract” R9-22-101
“Contractor” A.R.S. § 36-2901
“County of fisca responsibility” R9-28-107
“Covered services’ R9-22-102
“CPT” R9-22-107
“CSRD” R9-28-104
“Day” R9-22-101
“Department” A.R.S. § 36-2901
“De novo hearing” R9-28-111 42 CFR 431.201
“Devel opmental disability” A.R.S. §36-551
“Diagnostic services’ R9-22-102
“Director” R9-22-101
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“Disenrolment”
“DME”"

“EPD”

“Eligible person”
“Emergency medical services’
“Encounter”
“Enrollment”
“Estate’

“Facility”

“Factor”

“Fair consideration”
“FBR”

“Grievance”

“GSA”

“Guardian”

Notices of Final Rulemaking

R9-22-117
R9-22-102
R9-28-301
A.RS. §36-2931
R9-22-102
R9-22-107
R9-22-117
A.RS. §14-1201
R9-22-101
R9-22-101
R9-28-104
R9-22-101
R9-22-108
R9-22-101
R9-22-116

“Home and community based services” (“HCBS”)A.R.S. 88 36-2931 and 36-2939

“Health care practitioner”

R9-28-111 R9-22-112

“Hearing” R9-22-108
“Home” R9-28-101
“Home health services’ R9-22-102
“Hospital” R9-22-101
“Intermediate care facility for the mentally retarded”

(“ICF-MR") 42 CFR 435:1009-and 440.150
“IHS” R9-28-101
“IMD” 42 CFR 435.1009 and R9-28-111
“Indian” PLE94-437 42 CFR 36.1
“Institutionalized” R9-28-104
“Interested Party” R9-28-106
“JCAHO” R9-28-101
“License” or “licensure” R9-22-101
“Medical record’ R9-22-101
“Medical services’ R9-22-101
“Medical supplies” R9-22-102
“Medically eligible’ R9-28-104
“Medically necessary” R9-22-101

“Member”

“Mental disorder”
“MMMNA”

“Nursing facility” (“NF")
“Noncontracting provider”
“Occupational therapy”
“Partial care’

“PAS’

“PASARR”
“Pharmaceutical service’
“Physical therapy”
“Physician’
“Post-stabilization services’
“Practitioner”

“Primary care provider”
“Primary care provider services’
“Prior authorization”

“Prior period coverage” (“PPC")

“Private duty nursing services”
“Program contractor”
“Provider”

“Psychiatrist”

“Psychologist”

Volume 8, Issue #5

A.RS. §36-2931

R9-28-111 A.R.S. § 36-501

R9-28-104
42 U.S.C. 1396r(a)
A.R.S. §36-2931
R9-22-102
RO-28-111 R9-22-112
R9-28-103
R9-28-103
R9-22-102
R9-22-102
R9-22-102

42 CFR 438.114
R9-22-102
R9-22-102
R9-22-102
R9-22-102
R9-28-101 R9-22-107
R9-22-102

A.R.S. §36-2931
A.RS. §36-2931
RO-28-111 R9-22-112
RO-28-111 R9-22-112
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“Psychosocial rehabilitation” R9-28-111 R9-20-101
“Quality management” R9-22-105
“Regional behavioral health authority” (“RBHA”)R9-28-111 A.R.S. § 36-3401
“Radiology” R9-22-102
“Reassessment” R9-28-103
“Redetermination” R9-28-104
“Referral” R9-22-101
“Reinsurance’ R9-22-107
“Representative” R9-28-104
“Respiratory therapy” R9-22-102
“Respite care’ R9-28-102
“RFP” R9-22-106
“Room and board” R9-28-102
“Scope of services” R9-22-102
“Section 1115 Waiver” A.R.S. §36-2901
“ Speech therapy” R9-22-102
“Spouse’ R9-28-104
“SSA” PLE103-296,Fitle+ 42 CFR 1000.10
“SSI” R9-22-101
“Subcontract” R9-22-101
“Utilization management” R9-22-105
“Ventilator dependent” R9-28-102

Genera definitions. The following words and phrases, in addition to definitions contained in A.R.S. 88§ 36-2901 and 36-
2931, and 9 A.A.C. 22, Article 1, have the following meanings unless the context of the Chapter explicitly requires
another meaning:
“ALTCS’ means the Arizona Long-term Care System as authorized by A.R.S. § 36-2932.
“Alternative HCBS setting” means aliving arrangement approved by the Director and licensed or certified by a regu-
latory agency of the state, where a member may reside and receive HCBS including:
For a person with a developmental disability (DD) specified in A.R.S. § 36-551.

Community residential setting defined in A.R.S. § 36-551;

Group home defined in A.R.S. § 36-551;

State-operated group home defiredHin under A.R.S. 8§ 36-591;

Family foster home under 6 A.A.C. 5, Article 58;

Group foster home defired-+n under 6-A-A-C--5;-A+rtiele 59 R6-5-5903;

Licensed residential facility for a person with traumatic brain injury speetfiedHn under A.R.S. § 36-29309;

Adult $heFapeuﬁ%FesteH4emetherapeutlcfoster homedeﬁnedm under 9 A.A.C 20, Articles 1 and 15; and
Y e Level | and Level Il behavioral

health @endes under 9 A. A C. 20 Artlcles 1,4, 5 and 6fer—|:eveL54—H—er—H-l—and—9A—A—&29—AmeL&s—l

Rural substance abuse transitional agencies under 9 A.A.C. 20, Articles 1 and 14.

For a person who is elderly or physically disabled (EPD) under R9-28-301, and the facility, setting, or institution
is registered with AHCCCS:

Adult foster care homes defined in A.R.S. § 36-401 and as authorized in A.R.S. 8 36-2939; an assisted living
home or residential-unit assisted living center, units only, as-defiredn under A.R.S. § 36-401, and as autho-
rizedin A.R.S. § 36-2939.

Licensed residential facility for a person with atraumatic brain injury specified in A.R.S. § 36-2939;

Adult ZFheFapeuH{:—FesteH%metheraDeutlc foster homedeﬁ-nemn under 9 A.A.C. 20, Articles 1 and 15;

Y e Level | and Level Il behaviora
Wunder 9A A C. 20 Art|clesl 4, 5 and 6fer—|:eveL54—H—er—H-l—and—9A—A—&29—AmeL&s—l
aneHt4-for Rura-Substanee-Abuse Fransitional-Ageney:

Rural substance abuse transitional agencies under 9 A.A.C. 20, Articles 1 and 14.
Alzheimer’s treatment assistive living facility demonstration pilot project as specified in Laws 1999, Ch.
313, 8§ 35.

“Case management plan” means a service plan developed by a case manager that involves the overall management of
amember’s care, and the continued monitoring and reassessment of the member’s need for services.
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“Case manager” means a person who is either a degreed social worker, alicensed registered nurse, or a person with a
minimum of two years of experience in providing case management services to a person who is elderly and physi-
cally disabled or has devel opmental disabilities.

“CFR” means Code of Federal Regulations, unless otherwise specified in this Chapter.

house, a mobile home, an apartment, or other similar shelter. A homeis not afacility, a setting, or an institution, or a
portion and any of these, licensed or certified by aregulatory agency of the state as a:

Health care institution defined-in under A.R.S. § 36-401;

Residential care institution defined-in under A.R.S. § 36-401,

Community residential faeHity setting defired-a under A.R.S. § 36-551; or

Behavioral health service faeHity setting definedHin under 9 A.A.C. 20, Articles 1, 4, 5, and 6.

440150
“IHS" means the Indian Health Service.

“JCAHO" means the Joint Commission on Accreditation of Healthcare Organizations.

ARTICLE 6. REQUESHORPRORPOSALES REP AND CONTRACT PROCESS

R9-28-601. General Provisions

A. TheDirector hasfull operational authority to adopt rulesfor the RFP process and the award of contract under A.R.S. § 36-
2944.

A=B.The Administration shall follow the provisions speeifiedn under 9 A.A.C. 22, Artieles4-and-6 Article 6 for ALFES
members, subject to limitations and exclusions speeified-a under that Article, unless otherwise specified in this Chapter.

B-C.The Administration shall establish award contracts under A.R.S. § 36-2932 to provide services as-speeified-n under
A.R.S. § 36-2940 36-2939.
D. The Administration is exempt from the procurement code under A.R.S. § 41-2501.
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A -C: R9-22-603: The Administration and con-
tractors shall retarn aII records reI atl ng to contract comDhance for flve vears under A.R.S. 8§ 36-2932 and dispose of the
records under A.R.S. § 41-2550.

R9-28-602. ReguestferPropesals{RFP—ContractAward REP

The ALTCS RFP for an-EPB a program contractor serving members who are etderly-er-physieally-disabled EPD shall be-in
aeeordanee-with meet the requirements of A.R.S. 88 36-2944, A.R.S. § 36-2939, A.A.C. R9-22-602, and A-A-CR9-22-604
Articles 2 and 11 of this Chapter.

R9-28-603. Gent—rﬁaet—erhprepesal—llret&st-s—A-ppeal-s Contr act Award

The Administration shall award a contract under A.R.S. § 36-2944 and A.A.C. R9-22-603.
R9-28-604 Gentrasts Contract or Prooo&al Prot&cts ADDeaIs

Contract or orooosal Drotests or aooeals shall be under A. A C. R9-22- 604 and Article 8 of this Chapter.
R9 28-605 Subeoentracts Waiver of Contractor sSubcontract with Hosmtals

A contractor’s subcontract with hospitals may be waived under A.A.C. R9-22-605.
R9—28-606 Speer-al-t—y—@ent-eaet—s Contract Compliance Sanctron

A. The Adm|n|strat|on shaII foIIow sanctl on provisions |f cr|ter|a under A.A.C. R9-22-606 are met.

B. The Administration shall apply remedies found in 42 CFR 488, Subpart F, effective May 17, 1999, incorporated by refer-
ence and on file with the Administration and the Office of the Secretary of State, for a nursing facility that does not meet
reguirements of participation under 42 U.S.C. 1396r. This incorporation by reference contains no future editions or
amendments.

ARTICLE 7. STANDARDS FOR PAYMENTS
R9-28-701. Scope of theAdm|n|strat|on sl-r-aIeH+t-y |I|ty

The Adm| nlstratlon shall bear no Ilabllltv for Drowdl ng covered Services or comDIetl ng a plan of treatment for a member

beyond the date of termination of the member’s eligibility.
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R9-28-707. Contractor sLlablllty to Hospltalsfor the Prowson of Emergency and Subsequent Care

A contractor |sI|abIeto ahosnltal for the hosnltal s provision of emergency and subsenuent care under A A.C. R9-22-709, R9-
28-705, and Article 2 of this Chapter.

R9 28-710. eap*aﬂen—Paymen{-s-te-PFegFam-een{-Faeter m

R9-28-714. Paymentsto Providers

The Administration shall pay providers under A.A.C. R9-22-714 and Article 2 of this Chapter.

R9-28-715. Specialty Contracts
The Director may negotiate specialty contracts under A.A.C. R9-22-716.

NOTICE OF FINAL RULEMAKING

TITLE 9. HEALTH SERVICES

CHAPTER 31. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM (AHCCCYS)
CHILDREN'SHEALTH INSURANCE PROGRAM

PREAMBLE
1. Sections Affected Rulemaking Action
Article4 Repeal
Article 6 Amend
R9-31-601 Amend
R9-31-602 New Section
R9-31-603 New Section
R9-31-604 New Section
R9-31-605 New Section
R9-31-606 New Section
R9-31-701 Amend
R9-31-709 Amend
R9-31-714 New Section
R9-31-716 Amend
R9-31-718 New Section

I

The specific authority for the rulemaking. including both the authorizing statute (gener al and the statutestherules
areimplementing (specific):
Authorizing statutes: A.R.S. 88 36-2982 and 36-2986

Implementing statutes: A.R.S. 88 36-2982 and 36-2986

3. Thec€ffective date of therules:
January 10, 2002
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4. A list of all previous notices appearing in the Register addressing the final rule:
Notice of Rulemaking Docket Opening: 7 A.A.R. 2527, June 15, 2001

Notice of Proposed Rulemaking: 7 A.A.R. 3791, August 31, 2001

5. Thename and address of agency personnel with whom persons may communicate regar ding the rulemaking:
Name: Cheri Tomlinson, Federal & State Policy Administrator
Address: 801 East Jefferson
Mail Drop 4200
Phoenix, AZ 85034
Telephone: (602) 417-4198
Fax: (602) 256-6756
6. An explanation of therule, including the agency’sreasonsfor initiating therule:

These rules define the contracts/request for proposal (RFP) process for AHCCCS' children’s health insurance pro-
gram. The Administration is amending these rules to make the rules more clear, concise, and understandable by:

« repealing Article 4 and relocating the provisions of Article 4 to Article 6,

« grouping like concepts to provide clarity and conciseness to the rule language,

« deleting language that appropriately exists in contract rather than rule according to A.R.S. § 41-1005(A)(16),
« clarifying language that does not clearly present policies or procedures, and

« updating citations to documents incorporated in the rule, as needed.

Following is an explanation of the changes:

9A.A.C. 31, Article 4, Contracts, Administration, and Standards

This Article is repealed. The Administration believes that Chapter 31 needs to model Chapter 28 for which the
Administration has combined the contract and RFP process as the two content areas are so intertwined. The provi-
sions of Article 4 are grouped with like conceptsin Article 6 or deleted because they are more appropriately housed in
contract per A.R.S. § 41-1005(A)(16).

9A.A.C. 31, Article 6. RFP and Contract Process

R9-31-601 The Administration amended R9-31-601 to include those provisions that were in R9-31-401.

The Administration added the following as new Sections to mirror 9 A.A.C. 22, Article6:

* R9-31-602 “RFP”, which refersto A.R.S. § 36-2986 and A.A.C. R9-22-602 for specificity.

* R9-31-603 “Contract Award”, which refersto A.R.S. § 36-2986 and A.A.C. R9-22-603 for specificity

* R9-31-604 “Contractor Proposal Protests; Appeals’, which refersto A.A.C. R9-22-604 for specificity.

* R9-31-605 “Waiver of Contractor’'s Subcontract with Hospitals’, which refers to A.A.C. R9-22-605 for
specificity.

* R9-31-606 “Contract Compliance Sanction”, which refersto A.A.C. R9-22-606 for specificity.

9A.A.C. 31, Article 7, Standards for Payments
The Administration revised those Sectionsin Article 7 that pertained to contract.

R9-31-701 The Administration deleted subsection “D”, “E”, and “F’ because the provisions are more
appropriately housed in contract per A.R.S. § 41-1005(A)(16).

R9-31-709 The Administration amended the Article to include the following citations: A.R.S. § 36-2989,
A.A.C. R9-22-709, R9-31-705 and Article 2 of Chapter 31 for specificity.

R9-31-714 The Administration added “Payments to Providers” as a new Section, which clarifies the pre-
requisite for provider payment and included the citation, A.A.C. R9-22-714, for specificity.

R9-31-716 The Administration amended the language to improve the clarity and conciseness, deleted
those areas that are already specified in contract and added a reference to A.A.C. R9-31-716
for specificity.

R9-31-718 The Administration added “ Contractor Performance Measure Outcomes’ as a new Section,

which includes a citation to A.A.C. R9-22-716 for specificity.
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7. A reference to any study that the agency relied on in its evaluation of or justification for the proposed rule and
where the public may obtain or review the study, all data underlying each study, any analysis of the study and
other supporting material:

Not applicable

8. A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a

previous grant of authority of a political subdivision of this state:
Not applicable

9. Thesummary of the economic, small business, and consumer impact:

The contractors, members, providers, and AHCCCS are nominally impacted by the changes to the rule language.
These rules define the contracts/request for proposal (RFP) process for AHCCCS' children’s health insurance pro-
gram. The Administration is amending these rules to make the rules more clear, concise, and understandable by:

« repealing Article 4 and relocating the provisions of Article 4 to Article 6,

« grouping like concepts to provide clarity and conciseness to the rule language,

« deleting language that appropriately exists in contract rather than rule according to A.R.S. § 41-1005(A)(16),

« clarifying language that does not clearly present policies or procedures, and

« updating citations to documents incorporated in the rule, as needed.

It is anticipated that the private sector, including small businesses or political subdivisionswill not be impacted since
the proposed rule language changes are intended to streamline and clarify the existing rules. The Administration, con-
tractors and providers will benefit because the changes provide greater flexibility and clarification of the rule lan-
guage.

10. A description of the changes between the proposed rules. including supplemental notices, and final rules (if
applicable):

The only changes made to the proposed rule are grammatical and technical changes suggested by GR.R.C. staff.

11. A summary of the principal comments and the agency response to them:

On October 2, 2001, the Administration simultaneously conducted public hearings in Phoenix, Yuma, and Sierra
Vista. The Phoenix site was linked by videoconference with Tucson and Flagstaff. The Administration received no
oral or written comments prior to close of record at 5 p.m. on October 2, 2001.
12. Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class of
rules:
Not applicable
13. Incorporationsby reference and their location in therules:
Not applicable
14. Wasthisrule previously adopted as an emergency rule?
No
15. Thefull text of therulesfollows:
TITLE 9. HEALTH SERVICES
CHAPTER 31. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM (AHCCCS)
CHILDREN'SHEALTH INSURANCE PROGRAM
ARTICLE 4. CONFRACGFSREPEALED
Section

R9-31-401. General-Provisions Repealed

R9-31-402. Administrations-Contractswith-Contractors Repealed
R9-31-403. Subeontracts Repeaed

R9-31-404. Centract-Amendments-Mergers—Reorganizations Repeal ed

R9-31-405.
R9-31-406.
R9-31-407.

ARTICLE 6. REQUESFFORPROPOSAL{RFR) REP AND CONTRACT PROCESS

Section
R9-31-601. Generd Provisions ferRFP
R9-31-602. RFP
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R9-31-603. Contract Award

R9-31-604. Contract or Proposal Protests; Appeals
R9-31-605. Waiver of Contractor’s Subcontract with Hospitals
R9-31-606. Contract Compliance Sanction

ARTICLE 7. STANDARDS FOR PAYMENTS

Section

R9-31-701. General: Scope of the Administration’s Liability:-and-Payment-to-a-Contractor
R9-31-709. Contractor’s Liability to Hospitals for the Provision of Emergency and Subsequent Care
R9-31-714. Reserved Payments to Providers

R9-31-716. Specialty Contracts

R9-31-718. Contractor Performance Measure Outcomes

ARTICLE 4. GCoNFRAGFS REPEALED

R9-31-401. Generat-Previsions Repealed
A Adrimisirei :
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R9-31-405. Suspension—bBental-Medification-er—Fermination-ef-Contract Repealed
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R9-31-407. GCentrastorRretest-Appeat Repealed

ARTICLE 6. REQUESFFORPRORPOSAL{RFP RFP AND CONTRACT PROCESS

R9-31-601. General Provisions ferRFR

A. The Director has full operationa authority to adopt rules er and to use the appropriate rules for contract administration
and oversight of contractors as-speeified-n under A.R.S. § 36-2986. The Administration shall administer the program
under A.R.S. § 36 -2982.

B. The Administration shall award contracts under A.R.S. § 36-2986 to provide services under A.R.S. § 36-2989.

B-C.The Administration shall follow the provisions speeified+n under 9 A.A.C. 22, Article 6 for efferersand-are members,
subjectto-the Himitations-and-exetusions speeifiednthat-Artiele; unless otherwise specified in this Chapter.

D. TheAdministration is exempt from the procurement code under A.R.S. § 36-2988 and § 41-2501.

E. The Administration and contractors shall retain all contract records for five years under A.R.S. § 36-2986 and dispose of
the records under A.R.S. § 41-2550.

R9-31-602. REP
The RFP for a contractor serving members who qualify for the program shall be under A.R.S. § 36-2986 and A.A.C. R9-22-
602.

R9-31-603. Contract Award
The contract award shall be under A.R.S. § 36-2986 and A.A.C. R9-22-603.

R9-31-604. Contract or Proposal Protests; Appeals
Contract or proposal protests or appeals shall be under A.A.C. R9-22-604.

R9-31-605. Waiver of Contractor’s Subcontract with Hospitals
A waiver of acontractor’s subcontract with a hospital shall be under A.A.C. R9-22-605.

R9-31-606. Contract Compliance Sanction
The Administration shall follow sanction provisions under A.A.C. R9-22-606.

ARTICLE 7. STANDARDSFOR PAYMENTS

R9-31-701. Generak-Scope of the Administration’s Liability—ene-Payment-to-a-Contractor
A. The Director has full operational authority to adopt rules er and to use the appropriate rules adopted for the development

and management of a contractor payment system as-speciieeHn under A.R.S. 88 36-2986 and 36-2987.

B. If the federal government eliminates federal funding for the program or significantly reduces the federal funding below
the estimated federal expenditures, the Administration shall immediately stop processing all applications and shall pro-
vide at least 30 days advance notice to contractors and membersthat the program shal will terminate as-speeified-n under
A.R.S. § 36-2985.

C. The Administration shall bear no liability for providing covered services to or completing a plan of treatment for any
member beyond the date of termination of the member’s ellgl b|||ty eFeHFel+mth—asasee|-ﬁed+H—A—R5—§%6-2987—
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R9-31-709 Contractor sLlablllty to Hospltalsfor the Provision of Emergency and Subsequent Care

A contractor s I|ab|I|tv to hOSDItaIs for the provision of emergency and sub%ouent care shall be under A. R S. § 36-2989,
A.A.C. R9-22-709, R9-31-705, and Article 2 of this Chapter.

R9-31-714. Reserved Paymentsto Providers
The Administration shall pay providers under A.A.C. R9-22-714.

R9—31-716 SpeC|aIty Contracts

The D|rector may neqotlate sneC|aItv contracts under A A C R9 22-716

R9-31-718. Contractor Performance M easure Qutcomes
Contractor performance measure outcomes shall be under A.A.C. R9-22-7109.

NOTICE OF FINAL RULEMAKING

TITLE 15. REVENUE

CHAPTER 3. DEPARTMENT OF REVENUE
LUXURY TAX SECTION

PREAMBLE
1. Sections Affected Rulemaking Action
R15-3-302 New Section
2. Thegpecific authority for therulemaking. including both the authorizing statute (general) and the statutestherule
isimplementing (specific):
Authorizing statute: A.R.S. 88 42-1005 and 42-3004
Implementing statute: A.R.S. § 44-7101
3. Thee€ffective date of therule:
January 10, 2002
4. A list of all previous notices appearing in the Register addressing the final rule:
Notice of Rulemaking Docket Opening: 7 A.A.R. 3164, July 27, 2001
Notice of Proposed Rulemaking: 7 A.A.R. 4312, October 5, 2001
5. Thename and address of agency personnel with whom persons may communicate regar ding the rulemaking:

Name: Christie Comanita, Manager
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Address: Tax Research and Analysis Section
Arizona Department of Revenue
1600 W. Monroe
Phoenix, AZ 85007

Telephone: (602) 542-4672
Fax: (602) 542-4680
E-mail: ComanitaC@revenue.state.az.us

6. An explanation of therule, including the agency’sreasonsfor initiating therule:
Background

In 1996, Arizona and other States initiated litigation against certain tobacco product manufacturers for damages aris-
ing out of the health costs caused by cigarettes. In November 23, 1998, the States entered into what has become
known as the “Master Settlement Agreement” (“MSA”) with four of the major manufacturers (“OPMSs’). Pursuant to
the MSA, the State can receive over $30 million each year in settlement payments.

Although the settling States resolved their claims against the OPMs, they retained similar existing or potentia claims
against tobacco manufacturers who have not signed the MSA (“non-participating manufacturers’ or “NPMs’), yet
continue to sell cigarettesin the United States. Because of the health and financial concerns arising out of such sales !
each of the settling States, including Arizona, enacted a model statute, known as the “NPM Escrow Statute.” Under
the terms of Arizona’s NPM Escrow Statute, an NPM whose cigarettes or roll-your-own tobacco (“RYQO”) are sold in
this State must either: (i) become a “ participating manufacturer” (“PM”) or (ii) annually deposit certain fundsinto a
“qualified escrow fund,” the principle of which may be used to pay ajudgment or settlement of afuture claim brought
against the NPM by the State or an individual residing in the State. [A.R.S. § 44-7101(3)] The amounts that must be
deposited into escrow each year depend on the number of individual cigarettes/RY O cigarettes sold in Arizona during
the preceding year “whether directly or through a distributor, retailer or similar intermediary or intermediaries.”
[A.R.S. 8§ 44-7101(2)(j)]

[¥The Arizona Legislature's findings in the NPM Escrow Statute included:

« “Cigarette smoking presents serious public health concerns to the State and to the citizens of the State. The Surgeon
General has determined that smoking causes lung cancer, heart disease and other serious diseases, and that there are
hundreds of thousands of tobacco-related deaths in the United States each year. These diseases most often do not
appear until many years after the person in question begins smoking.” [A.R.S. § 44-7101(1)(3a)];

« “Cigarette smoking also presents serious financial concerns for the State. Under certain health-care programs, the
State may have a legal obligation to provide medical assistance to eligible persons for health conditions associated
with cigarette smoking, and those persons may have a legal entitlement to receive such medical assistance. [ ] Under
these programs, the State pays millions of dollars each year to provide medical assistance for these persons for health
conditions associated with cigarette smoking.” [A.R.S. § 44-7101(1)(b)-(c)]; and

 “It would be contrary to the policy of the State if tobacco product manufacturers who determine not to enter into
[the Master Settlement Agreement] could use aresulting cost advantage to derive large, short-term profitsin the years
before liability may arise without ensuring that the State will have an eventual source of recovery from them if they
are proven to have acted culpably. It isthusin the interest of the State to require that such manufacturers establish a
reserve fund to guarantee a source of compensation and to prevent such manufacturers from deriving large, short-
term profits and then becoming judgment-proof before 